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PREFACE 


This book offers an inquiry into the nature and scope of the new 
American tariff bargaining policy. A functional analysis has been 
employed largely because of the inherent nature of the reciprocal 
trade program. American bilateralism is concerned fundamen¬ 
tally with an improvement in world economic conditions rather 
than particular relations with individual nations. Essentially, it 
is a program of concerted economic collaboration implemented 
by bilateral commercial agreements. An additional reason for 
this approach is that it permits a better perspective of American 
policy to be obtained than might have been possible under an 
alternative method of treatment. 


Underlying this entire study is the basic “value-j udgment” 
that the orthodox theory of international trade provides a de¬ 
sirable quaesitum in the commercial relations between nations. 
Stated differently, it is believed that the maximization of real 
income through an expansion of international division of labor 


must be the goal of an acceptable economic foreign policy. The 
ultimate criterion of evaluation in the following pages rests, 
therefore, upon the effectiveness of the program in promoting 
international economic liberalism. It can be stated unequivocally 
that success or failure in this direction will affect significantly the 
economic, political, and social problems facing the world today. 

The author is indebted to the Brookings Institution and the 
University of Pennsylvania for a fellowship which made an 
extended stay in Washington possible. Various officials of the De- 
partments of State, Agriculture and Commerce, and the Unite(i 
iitates Tariff Commission contributed by clearing up several ob¬ 
scure points concerning which available data has been lacking. 

0 Dr. Grover G. Huebner, of the University of Pennsyl- 
vania, the author owes more than words could express. His deep 

intellectual development com 
■n^pnation. Dr. Roland L. Kramer, L of PenVvil - 



PREFACE 


sisted materially during the early stages of the study and care¬ 
fully proofread the manuscript. The author takes this opportunity 
to thank also Dr. Charles O. Hardy, Dr. Leo Pasvolsky, and 
Miss D. C. Schmidt, all of the Brookings Institution, and Dr. 
R. L. Young and Dr. E. M. Patterson, of the University of 
Pennsylvania, for their assistance in various capacities. Any 
shortcomings in this book and all conclusions and statements of 

opinion are to be attributed, however, solely to the author. 

Henry J. Tasca 


Washingtonj D,C. 
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INTRODUCTION 


THE LACK OF EQUILIBRIUM IN INTERNATIONAL 

ECONOMIC RELATIONS 


The history of the American tariff records the triumph of 
special interests over the general welfare.^ This has been made 
possible by the serious vulnerability of democratic legislative 
procedure to the pressures of organized minority groups.** While 
public opinion, whose will legal acts are supposed to reflect, 
apparently approved the concealed subsidies inherent in tariff 
protectionism, this has been chiefly the result of a misunderstand¬ 
ing of the economic implications of a protective tariff. Simple 
arguments with specious plausibility can be expected to attract 
more attention than the subtle economic reasoning underlying the 
accepted theory of international trade. 

Before the war, the effects upon the world economy of the 
consistent and cumulative rise of the American tariff were mod¬ 
erated to some extent by the debtor position of the United States 
and the relatively high degree to which international economic 
relations were integrated. The beginning of the post-war period, 
however, witnessed basic and far-reaching changes in both these 
rejects—important economic consequences of the war. With a 
suddenness unprecedented in the history of international finan¬ 
cial relations the United States became a creditor nation.® More- 
over, governmental interference with economic activity, such 
as IS implicit in military conflict, combined with the nationalistic 


New Prentice-Hall, Inc., 

*0 have became a mature creditor has been estimated 

Our TarifrTll seventy-five years. W. Thorp, “Some Angles of 

ranff Problem,” Economic Forum, Spring, ,934, p. , „. 
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repercussions of a war psychology led to grave, persisting strains 
and stresses upon the economic links between nations. 

The failure of the United States to grasp the full significance 
of the situation constitutes a vital element in the economic devel¬ 
opments of the post-war period. Since the United States had 
become a creditor on international capital account and a major 
component of the world economy, the commercial policy which 
it pursued was crucial to the establishment of an enduring eco¬ 
nomic equilibrium.* That the necessary adjustments in commer¬ 
cial policy were not made is a familiar story. The settlement of 
financial claims against foreign countries was achieved, it is true, 
but only because of the phenomenal growth of tourist expendi¬ 
tures and the reinvestment of proceeds accruing from the newly 
established creditor position of the United States.® In this manner, 
the urgent need for lower barriers, rather than such legislation 
as the Fordney-McCumber Act of 1922, was concealed to a large 
extent. 

By the time of the World Economic Conference of 1927, it 
appeared that the world was progressing toward a resolution of 
the economic maladjustments which had characterized interna¬ 
tional economic relations during the early post-war years. Stabili¬ 
zation of the major currencies had apparently been achieved and 
there was promise that in the immediately succeeding years trade 
barriers might be demobilized. 

The persistence of agricultural depression and the growth of 
agrarian protectionism, however, provided an outward manifes¬ 
tation of serious underlying weaknesses in the situation. There 
were factors present which simply could not avoid breaking again 
the ill-repaired economic bonds binding together the interde¬ 
pendent units of the world economy. The maldistribution of 

* The term “equilibrium” as used here and subsequently, unless specifically 
Stated otherwise, refers to the price and cost relationships in the various econ¬ 
omies, the interrelations of national price systems, and finally to the long and 
short term international debt situation from the standpoint of its size, the cur¬ 
rency in which it is stated, and its distribution, 

* For a detailed description of this process, see R. A, Young, The Interna^ 
tional Financial Position of the United States^ National Industrial Conference 

Board, New York, 1929. 
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gold, the undervaluation of the franc, the overvaluation of the 
pound, the trade policies of creditor nations, credit policies of 
the Federal Reserve system, the trend towards economic self- 
sufficiency, international political and economic indebtedness were 
some of the more important of these interrelated elements. 

By 1929 It was clear that a new unhinging of international 
economic relations, such as had characterized the early post-war 
years, was impending. The preceding year had already seen the 
decline of American capital exports, a process which delayed and 
concealed the necessity of downward revision of the American 
tariff. Debtor countries were faced with gaps in their balances 
of payments which could only be met under the circumstances 
by a drainage of gold reserves. The post-war tendency of declin¬ 
ing commodity prices was thus hastened. Depression in these 
countries deepened. 


The injection of the Hawley-Smoot Act of 1930 into an un¬ 
balanced world economy intensified the disturbances in the 
balances of payments of foreign countries. Moreover, if there 
had been any hope of concerted action after the Geneva confer¬ 
ence of 1927 towards the gradual liberalization of trade barriers, 
it was dispelled by this Act. The failure of the tariff truce pro¬ 
posals of 1930 and 1931 can be attributed in a large measure to 
the upward revision of the American tariff at a crucial moment. 

With the international financial crisis in Austria in 1931, the 
world was well on its way back to the dislocations and maladjust¬ 
ments of earlier post-war years. Not only were quotas, exchange 
controls, and higher tariffs again resorted to, but the scope and 
variety of the first two of these were greatly extended. No mere 
statement of these non-tariff trade controls could adequately por¬ 
tray the extent to which trade restrictionism became the order of 
the day.® 


^ The rise of these barriers was Intended In part by various na¬ 
tional economies to ward off the attacks caused by a disjointed 
world economy. However, the burden of these defensive move¬ 
ments fell upon other economies, but only with rebounding effect. 

reWanr ^ considered later in the various chapters to which they are 
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Thus, out of the economic interrelationships of nations arose a 
cumulative tendency towards increased world trade barriers. 

The resulting degeneration of this movement into a vicious 
spiral of increasing restrictionism was accompanied by an inevita¬ 
ble deflation of international trade. World trade declined from 

$68,622,000,000 in 1929 to $23,288,000,000 in 1934, a decline 

of 66.1 percent.’ The foreign trade of the United States was 

even more severely hit, shrinking for $9 j495>000j000 ^9^9 

to $2,229,000,000 in 1934, or 76.5 percent.® It is clear that the 

mechanism of exchange had collapsed under the impact of highly 
restrictive trade barriers and world depression, the roots of which 
were deeply embedded in the economic disequilibria' present 
during the entire post-war period in varying degrees. 

If international trade is to be rehabilitated, a frontal attack 
upon customs barriers must be one of the indispensable prerequi¬ 
sites. Moreover, this must go beyond the liquidation of the 
enormous superstructure of restrictions erected since 1929. The 
danger of stabilization of barriers at the higher levels to which 
they were raised during the first decade of the post-war period 
lies in the implicit acceptance of a permanently decreased inter¬ 
national division of labor.® 

METHODS OF APPROACH 

If international trade is to be reconstructed, the United States 
must play a significant role in the process. American post-war 

’League of Nations, Review of World Trade, 1935, H. Economic and 
Financial 1936. II. A. 14. pp. 9-10. These figures are in terms of gold dollars. 

For the method of conversion, ibid,y p. 8. 

''Ibid., p. 34. The quantum of world trade decreased 26.5 percent during 

these years compared with a decline of 34.5 percent and 44.0 percent in the 
quantum of American imports and exports respectively. The difference is 
greater for earlier years. International trade revived somewhat in 1935 for all 
continents except Europe, the seat of the movement toward autarchy and the 

most severe controls of international trade. Ibtd.y pp. 7 > 34 * 

® For details concerning the statements made above, voluminous literature 

is available. The most satisfactory official studies in the field are perhaps the 
series of studies on international economic relations published by the League 
of Nations cited, with divers unofficial monographs and periodical material, in 

the bibliography following the appendix. 
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commercial policy was responsible, in an important measure, for 
the maladjustments outlined above. If debtor countries are to 
service their financial obligations, and if American export markets 
abroad are to be recovered and expanded, then the American 
tariff must come down. The alternatives are a surrender of the 
financial stake of the United States abroad and drastic readjust¬ 
ments in the internal economy. 

Three avenues of approach seem to be available through which 
a liberalization of American commercial policy might be 
achieved: 


1. Unilateral Downward Tariff Revision. 

2. Bilateral Action. 

3. Multilateral Conventions. 

These are not, of course, mutually exclusive lines of attack 

but conceivably could be combined, though with greater difficul¬ 
ties of implementation. 

Of these three, bilateral action appears most feasible under 
existing conditions. It permits a full frontal attack upon trade 
barriers in foreign countries as well as a revision of the American 
tariff. Non-tariff trade controls, which have been so destructive 
of international trade in recent years, can in this manner be 
reached directly. This implies, further, that attention can be con¬ 
centrated upon those restrictions which have been especially detri¬ 
mental to American exports.^® 

Moreover, bilateral action avoids to a great extent the politi¬ 
cal implications of an autonomous downward tariff revision in 
e nited States. Under any ordinary circumstances, it would 
e exceedingly difficult to achieve a substantial liquidation of the 
meriun tariff Protectionism is a deeply ingrained institution 

in f c the special interests 

action w "ul by unilateral 

t on would have been an extraordinarily difficult if not impos- 

me of procedure.^ Tariff negotiations lessen these difficul- 

prejudicing the necessity for a 
export,. " United States as compared with 

Cf., snfra^ Chapter IT. 
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ties somewhat by making it possible to point to similar action on 
the part of foreign countries. 

The history of the American tariflF-making process offers addi¬ 
tional evidence weighing against unilateral action. In a democracy 
in which legislative procedure bears the force of the activity of 
pressure groups, Congressional tariff-making is open to serious 
question.'* It would hardly have been surprising if the net effect 
of any autonomous efforts in this direction were a more restrictive 
tariff wall. 

Bilateral action implicitly takes the tariff revising process out 
of the hands of Congress. It permits, if properly conducted, a 
partial insulation, at any rate, of the procedure against the exer¬ 
tions of minority interests. It can permit, in short, a more objec¬ 
tive consideration of the whole tariff question. 

There are, however, two types of bilateral action—substantive 
bilateralism and formal bilateralism. The basic point of difference 
lies in the exclusive nature of the former. Substantive bilateralism 
makes each pact a separate and distinct arrangement from which 
other nations derive no benefits. The term “reciprocity” is fre¬ 
quently restricted to apply to arrangements of this nature.'® 

Formal bilateralism, on the other hand, provides bilateral ac¬ 
tion with multilateral implications. Through the use of the un¬ 
conditional most-favored-nation clause, third countries derive 
some benefits from these contractual arrangements and are not 
discriminated against even temporarily. Traditional European 
tariff-bargaining procedure provides an illustration of this type 
of commercial policy. For many reasons formal bilateralism is 
to be preferred to rigid, pure reciprocity.'* 

“The difficulties in the process itself, excluding the activity of pressure 
groups, are overwhelming. Infra^ p. to et seq. 

** U. S, Tariff Commission, Reciprocity and Commercial Treaties, Washing¬ 
ton, 1919, p, 17, For a broader application of this term, see League of Nations, 
Commercial Treaties: Tariff Systems and Contractual Methods, II. Economic 
and Financial 1927. II, 26, pp. to-14. 

** Detailed discussion of various aspects of the two types of bilateral action 
is presented infra. Chapters VI-VII. See also L. Pasvolsky, ^‘Bilateralism in 
International Commercial Relations,” Harvard Business Reviev}, Spring, 193^* 
It may be noted that the use of the conditional most-favored-nation clause 
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The adoption of a policy of bilateral actions does not preclude 
the use of multilateral conventions to liquidate trade barriers. 
During the post-war period various attempts to proceed upon 
this basis have met with little success. It is the method itself which 
possesses weaknesses in certain respects. 

The complexities involved in such a program of concerted ac¬ 
tion arise in part out of the fundamental variations in national 
tariff systems. This means that practically only horizontal reduc- 
, tions in tariffs can be considered feasible. But the differences in the 
economies concerned and their varying positions in the world 
economy demand reductions in trade barriers according to the 
circumstances in each case. Moreover, the diffusion of responsibil¬ 
ity grows with the number of prospective contractants. Nations 
became less concerned with the failure of a projected plurilateral 
pact and more with the possibility of yielding more in the way of 
concessions than other nations. 


THE NEW CONVENTIONAL TARIFF POLICY 

OF THE UNITED STATES 

^ In 1934 the United States officially abandoned its traditional 
single column autonomous tariff system.” Bilateralism, the basis 

° T™'.‘"'t™'.'™®' commercial relations, was adopted in its 
tod. This shift m commercial policy is profoundly significant. 

f “■ of this program may be expected to exert 

reSr international economic 

aulllon*!'’’’'''' “ chapters seeks to answer certain 

co^erlrT"'"i^e^'™ of A-^crican 

Utes adopted this policy? Were there factors present which 

legisluU '‘‘‘■'“■oof fo "hat extent did the 

legislative procedure necessary to provide the Executive powers 

llnl' bilateralism. Empirically, i, 

unilatera°ily."’°"* constructed and put into effect 
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for bilateral action modify and restrict the powers sought by the 
new administration? How extensive was the authority delegated 
to the President? What are the objectives of the new policy? 
These aspects of the subject are treated in Chapters II and III. 

In Chapter IV, the new method of tariff-making is carefully 
scrutinized and evaluated. What was the organizational set-up 
to administer the Reciprocal Trade Act? How is it functioning? 
What is the procedure followed with respect to the promulgation 
of bilateral trade pacts? 

On the basis of available evidence did the program function 
smoothly during the first years of its life? What elements con¬ 
ditioned the rate of speed with which trade agreements were 
put into force? Are these factors still present? In short, what 
administrative problems have been met and what progress has 
been made towards their solution? (Chapter V) 

In Chapters VI and VII many questions concerning most- 
favored-nation treatment are considered. What effect did the 
spread of substantive bilateralism have upon the problem of 
discrimination? What of the new measures of trade controls and 
the clause? What part did the accentuation of economic disequi- 
libria during recent years play in the question of equality of 
treatment and the most-favored-nation clause? 

What have the trade agreements done with respect to most- 
favored-nation treatment? How have they met the problem of 
non-tariff trade controls? Has the United States successfully met 
the alleged incompatibility of bilateral action and the uncondi¬ 
tional clause? What of the American policy of generalization? 
Can discrimination be considered an adequate criterion here? 
Finally, what is, in summary form, the present most-favored- 
nation policy of the United States? 

Have the reciprocal agreements progressed substantially in 
the direction of demobilizing trade barriers? Has this been true 
with respect to tariffs? Quantitative restrictions? Exchange con¬ 
trols? Administrative protectionism? Is the American tariff com¬ 
ing down? To what extent? What were the problems involved in 
each of these methods of protectionism? These questions indicate 
generally the scope of Chapters VIII to XI, which deal with 
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trade barriers under the new bilateral policy of the United States. 

Chapter XII presents certain aspects of the trade effects of 
the agreements in operation at present. Is a statistical evaluation 
of these agreements possible at the present time.? Would it be 
possible in the future after the elapse of a longer period of time.? 
What can be gleaned from data available at the present time.? 

In the final chapter the entire discussion is drawn together. 
What, in brief, is the new commercial policy of the United States.? 
Is it fulfilling its objectives.? Is it providing the necessary changes 
in American commercial policy.? What of its future against the 
background of the problem of international economic relations.? 

These questions indicate, in a general way, the scope and aims 
of the ensuing discussion. The future position of the United States 
in the world economy lies, to a large extent, in the answers to 
these questions.^® 

**The Economic Committee of the League of Nations declared in 1934: 
“Clearly, the use which the President of the United States now intends to make 
of his new powers will have a profound influence on the international trade.” 
League of Nations, Evolution of Commercial Policy Since the Economic Crisis^ 
II. Economic and Financial 1934, II. B. i,p. 15. 


II 

THE EVOLUTION OF AMERICAN POLICY 


The dislocation of international economic relations and the 
rise of the Democratic party^ to political power presaged certain 
shifts in American commercial policy. As will subsequently 
appear, these changes were not the outcome of consistent objec¬ 
tives logically pursued. Inconsistencies, conflicts of policy, and 
varied opinions marked the early growth of a new American 
trade philosophy. It is, therefore, necessary that some attention 
be given to the evolutionary aspects of the Act of 1934. Fair 
evaluation of any policy is hardly possible without an adequate 
consideration of its origins. 

THE BACKGROUND OF THE RECIPROCAL TRADE MOVEMENT 

Economic protectionism has been an integral factor in the 
degree of divergence of the utilization of productive resources 
in the United States from the principle of comparative advan¬ 
tage.^ Infringement of tariff protection has been, with consider¬ 
able consistency, vigorously opposed.® Even after 1929, when 

‘ This fact fer se did not indicate an impending^ downward revision of the 
tariff, for it appears difficult, notably so since the war, to draw any sharp line 
of demarcation between the two major political parties on the tariff question. 
For a statement of the difficulties involved, see E. E. Schattschneider, Politics, 
Pressures and the Tariff, Prentice-Hall, Inc., N.Y., 1936, pp. 7-9. 

See F. W. Taussig, Tariff History of the United States, G. P. Putnam’s Sons, 
New York and London, 1931, pp. 418-419, for his statement on the differences 
between a “competitive tariff” and one based upon the so-called “cost of produc¬ 
tion principle”; also, M. Gideonse, “Les Accords Commerciaux Reciproques 
et L’Administration Roosevelt,” Revue ffconomique Internationale, Aout, 1936, 
p. 287. 

As a political proposition and in the light of existing economic conditions, 
changes could be anticipated. 

* Such laws as the Wilson-Gorman Tariff Act of 1894 and the Underwood 
Tariff of 1913 merely constituted plateaus preceding further tariff increases. 

* When this tariff tradition is combined with the violent transition of the 
United States to the position of a creditor on international capital account, 
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the necessity of a more liberal commercial policy seemed evident, 
public sentiment was far from unanimous on the subject of re¬ 
vision.* There were, in brief, general and specific factors imped¬ 
ing any approach to a more rational economic foreign policy. 

Not infrequently in the past, the recession phase of the busi¬ 
ness cycle in the United States has been the occasion for an agita¬ 
tion for upward tariff revision. Falling prices necessarily disturb 
price and cost relationships within an economy. From the stand¬ 
point of industry the consequences are twofold. First, there arises 
a tendency to restrict production and thus reduce the quantity of 
the factors of production employed. From this it follows that 
there is a contraction in money incomes. This leads to further 
price declines which, due to cost rigidities, produce a further 
restriction of output. Thus a vicious circle ensues. 

A second and perhaps more relevant consequence of the down¬ 
ward swing of the business cycle is the increase in the intensity of 
competition for a diminishing quantity of liquid purchasing 
power. In this manner, inter-commodity as well as intra-com¬ 
modity competition is accentuated. When imports are a source 
of this competition, pressure is exerted upon the government 

to provide relief. In this way a movement for upward revision 
is generated.® 


On the side of agriculture smilar results ensue. Falling prices 
in economic recessions lead to a type of perverse elasticity. Pro¬ 
duction is expanded with the expectation of maintaining a given 
volume of money income in the face of declining unit prices. The 
drying up of demand and the increased supply lead to further 
price declines.® Under circumstances similar to those affecting in¬ 


considerable light is shed upon the growth of international disequilibrium 
aurng the post-war period. 

4 ^ * 

cm tariffserious economic consequences of post-war Ameri- 

suasi!!^^ growing volume of unemployment during such periods offers a per¬ 
suasive supporting argument. ^ 

teedve feam? ^ Republicans announced their desire to strengthen the pro- 

The terms demand and supply are used in the market sense. 
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dustry, increased protection is sought. While agricultural prod¬ 
ucts on an export basis do not, generally speaking, benefit from 
an import tariff, farmers have been carried along, in the past, 
with the tide of protectionist sentiment. They failed to compre¬ 
hend fully the economic implications of a tariff on these items.’ 

A priori, therefore, it was to be expected that during the recent 
depression there should be a strong segment of the country sup¬ 
porting a drive for greater protection. The available evidence 
substantiates this position.® 

In addition to the falling prices discussed above, there appear 
to be other factors which brought about tendencies in the same 
direction. Currency depreciation, so rampant abroad after the 
Creditanstalt episode, led to considerable argument for compen¬ 
sating surtaxes.® In 1931, for example, numerous bills and 
resolutions were introduced into Congress directed at imports 
from depreciated currency countries.’® 

In the same manner, the NIRA provided an argument in 
favor of higher import duties.” It may be noted, parenthetically, 
that section 3(e) of this act conferred broad powers over imports 
upon the President in order not “to render ineffective or seriously 
to endanger the maintenance of any code or agreement.”’® Again, 
practically the same results may be observed under the operation 

' In connection with this discussion, it is interesting to note that certain 
economists believe it unwise to revise the tariff downward during the recession 
phase of the cycle. For an attempted correlation of revision with the business 
cycle, see International Economic RelationSy Report of a Commission of Inquiry 
into National Policy in International Economic Relations, University of Minne¬ 
sota Press, Minneapolis, Minn., 1934J P- * 64 - 

*D. C. Roper, U. S. House of Representatives, Recifrocal Trade Agreements, 

Hearings before the Committee on Ways and Means, 73d Congress, 2d Session, 
Washington, 1934, p. 61 j Congressional Record, Volumes 75, 77, Indexes, 

contain a history of the numerous bills providing for higher duties j P. W. 
Bidwell, Tariff Policy of the United States, Report to the Second International 

Studies Conference on the State and Economic Life, New York, i 933 f PP* 57 > 
61; B. W. Patch, “Tariffs and Trade Barriers at the London Conference,” Edi¬ 
torial Research Reforts, June 12, 1933) P- 4 i 4 > York Times, May 6 , 1934- 

* Infra, Chapter X. 

Some sixteen bills were offered during this year. See the Index to Con¬ 
gressional Record, Volume 75, 7^^ Congress, ist Session, 1932, for a legislative 
history of these bills. For subsequent years, see the corresponding Index volume. 

” Infra, Chapter V. 

” Seventeenth Annual Refort of the United States Tariff Commission, Wash¬ 
ington, i 933 >P- 55 - 
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of the AAA/® In both, the policies pursued presented an attempt 
to insulate the internal economy from external economic factors 
in order to simplify the internal recovery program under¬ 
taken. 

An economic repercussion of the war was the growth of a 
tendency towards greater economic self-sufficiency. National and 
international political instability is a destructive force operating 
against international division of labor. The latter implies an inter¬ 
dependence which came to be viewed as undesirable from the 
standpoint of political security. Hence, the movement towards 
economic autarchy.®^ The disturbed economic conditions, so evi¬ 
dent after 1929, contributed toward this tendency. In the United 
States, as well as in Europe, there were those who urged economic 
self-sufficiency as a desirable quaesitum}^ Here lies another factor 
opposing the reconstruction of American foreign trade policy. 

It would appear, then, that after 1929 there were three potent 
Interrelated factors which might obstruct any contemplated re¬ 
vision of the economic foreign policy of the United States: The 
depression itself, the domestic measures seeking some order out 
of chaos, and the dogma of economic self-containment. All three 
buttressed the movement for higher trade barriers. When the 
vested marginal interests, which have been a powerfully organ¬ 
ized minority, are brought into the picture, the obstacles to a 
new policy assume even a greater importance. 

There was, on the other hand, almost complete unanimity 
among experts in the field of international economic relations with 
regard to the urgency of a revision of commercial policies. Re¬ 
peatedly it was posited that a more rational attitude towards 
foreign trade policy was an urgent prerequisite to the establish¬ 
ment and maintenance of international economic equilibrium.®® 

“ Infra, Chapter V. 

self stability results from economic 

sunnie National Ideals and International Idols, 

Crowthe?* Harvard Business Review; S. 
Garin Doubleday, Doran and Company, Inc., 

Economic Fo “America’s Foreign Trade Policy,” 

tconomK Forum, Spring, 1934 (especially p. ,54). 

C.E.f I Nations, The World Economic Conference, Final Report, 

II Ernn * * Geneva, 1927; World Economic Survey ioit-iz 

• ■93.. n. A. p. D„/, 
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More concretely, it was deemed indispensable that commercial 
policies be liberalized. 

THE RISE OF TARIFF BARGAINING SENTIMENT 

As the world depression deepened and the exigencies of the 
situation became more apparent, there developed a gradual move¬ 
ment towards the reciprocal reduction of tariffs and trade barri¬ 
ers. It was felt, it may be added, that as an alternative approach 
unilateral action was politically inexpedient.^^ 

As early as June 1931, Cordell Hull, then a member of Con¬ 
gress, proposed reciprocal pacts as an instrument of commercial 
policy.^® He offered at that time, however, no specific proposals. 
During the following August, his proposal was taken up by 
Senator K. McKellar in a more definite fashion. The latter advo¬ 
cated the repeal of the Hawley-Smoot Act combined with an 
immediate horizontal cut of 25 percent. As a bargaining conces¬ 
sion, an additional reduction of 25 percent was to be conceded to 
each nation increasing its purchases of American products by a like 
percentage.^® 

In November of the same year, Mr. H. T. Rainey, a member 
of the House of Representatives, urged that the American tariff 
be lowered substantially. He argued, however, that this could 
be safely accomplished only through the adoption of a reciprocal 
trade policy.®® He put forward, accordingly, a tarifif bill stipulating 

Monetary and Economic Conference, Preparatory Commission of Experts, II. 
Economic and Financial 1933, II. Spec, i, pp. 26-275 Reforts Affroved by the 
Conference on July 27, ^933^ eittd Resolutions Adofted by the Bureau and 
the Executive Committee^ II. Economic and Financial 1933. II. Spec. 4, p. 23; 
U. S. Department of State, Refort of the Delegates of the United States of 

America to the Seventh International Conference of American States^ Monte- 

* 

video, Uruguay, December 3-26, 1933, Conference Series No. 19, Washington, 
® 934 > P* * 97 > Report of the Commission of Inquiry into National Policy in 
International Economic Relations, International Economic RelationSy Univer¬ 
sity of Minnesota Press, Minneapolis, 1934, p. 5. 

” Report of Commission of Inquiry, of, cit.y p. 72. 

^ Nev) York TimeSy June 2, 1931. For a somewhat detailed discussion of 
Hull, see infray Chapter V. 

New York Times, August 16, 1931. This was a thoroughly unsatisfactory 
plan from every view. 

Mr. Rainey claimed tariffs were too high to reduce by unilateral revision 
without “a flood of imports.” New York Times, November 10, 193^• 
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a contingent schedule of reduced duties to be effective “ when as 
to some items or group of items, foreign countries estabished the 

same or lower tariff rates.”” 

The American Exporters and Importers Association also peti¬ 
tioned Congress for a reciprocal tariff law.” Reciprocal arrange¬ 
ments were to be established, under this proposal, subject to 
congressional ratification. Further, their scope was to be limited 
to selected items and they were to be bottomed upon the condi¬ 
tional most-favored-nation clause.” 

These early proposals, while crude in their nature, indicate the 
early sentiment for reciprocal tariff relations. By 1932, the ad¬ 
herents of this commercial policy instrument increased in num¬ 
ber. Perhaps the outstanding development in 1932, from the 
standpoint of this discussion, was the Colier tariff bill,*^ This was 
introduced into the House of Representatives January 4, 1932. 
The section of interest here was the provision for the negotiation 
of reciprocal trade agreements by the President.” In the report 
on the bill by the House Ways and Means Committee the reci¬ 
procity provision was deleted.” It was felt that the establish¬ 
ment of reciprocal trade relations would conflict with the uncon¬ 
ditional most-favored-nation obligations of the United States.” 
However, Senator Harrison with the assistance of other Demo¬ 
cratic Senators reintroduced the reciprocity section.^® A reason 
stated for the latter action was the probable adoption of a trade 


^ IhU. Again, a crude proposal. 

York Times, December 20, 1931. 

* 0 ^ ‘•'is policy, see infra, Chapter VI. 

>93*.°'^ * ' Times, January 5, 

“flexible nrovLion*” ***/'*i^*^4 ^ transfer of authority over action under the 

“Consumers’ Counsel>°t >93° to Congress, the appointment of a 

mission with referen ? public at the hearings of the tariff com- 

Permanent international ° changes, and the establishment of a 

tices, ibid. ' abrogation of discriminatory policies and unfair prac- 

Times, January 8, 1932. 

w considered «»/rn/chrpter instruments of commercial policy 

York Times, 
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agreements program by Great Britain.^® The bill was passed by 
Congress but vetoed by the President on the basis of four objec¬ 
tions.®® He construed the reciprocal trade proposal as of the sub¬ 
stantially narrow bilateral type necessarily predicated upon the 
absence of unconditional most-favored-nation obligations. Con¬ 
sequently, he argued in his fourth objection that preferential 
tariff agreements not only necessitated the abrogation of existing 
American treaties but invited trade wars. He further objected that 
past American reciprocity history gave little hope for any pro¬ 
gram based upon the requirement of Senate ratification.®^ 

Concurrently, during the legislative history of the above pro¬ 
posal new supporters of a reciprocal trade policy appeared. 
Governor F. D. Roosevelt of New York termed reciprocal 
methods “horse-sense,” declaring, “This tariff fence business, on 
our part and on yours, is preventing world trade. Let us see if we 
can work out reciprocal methods by which we can start the actual 
interchange of goods.”®® 

A World Trade League with the express purpose of fostering 
reciprocal trade pacts was formed under the leadership of G. F. 
Bauer.®® One of his proposals provided for a blanket tariff re¬ 
duction to be granted to each country in return for a similar 
consideration from foreign countries. The flat horizontal cut was 
to vary with the individual countries with which negotiations 
were carried on.®* 

” IbU. 

^Congressional Record^ Volume 75, yid Congress, ist Session, 1932) PP- 
10035-10037. This veto message, H, Doc. No. 319, was presented May 11, i 93 ^* 
The other objections concern the other sections of the bill. While the 
objection urged above cannot be disputed, it is interesting to note the introduc¬ 
tory statement in the veto message stating that, ‘‘As a matter of fact, there never 
has been a time in the history of the United States when tariff protection was 
more essential to the welfare of the American people.^* Of, cit.y p, 10035. 

** In an address before the New York State Grange Society, New York 
Timesy February 3, 1932. 

New York TimeSy February 21, 1932, During the entire year they were 
very active. They issued at frequent intervals press releases dealing with various 
arguments supporting their proposal. These were continued for several years. 
Mr, G. F. Bauer has been a vigorous proponent of reciprocity, e.g.. New York 
TimeSy January 15, 30, February 21, April 3, and November 6, 1932. 

^New York TimeSy February 21, 1932. This was, evidently a hastily ill- 

conceived plan. 
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The Fair Tariff League, a similar organization, also cam¬ 
paigned for reciprocity.®* During the latter half of 1932 the 
National Automobile Chamber of Commerce,®® the American 
Manufacturers’ Export Association,®’ and the Foreign Commerce 
Club of New York®® all declared themselves as favoring a recipro- 


al tariff policy. 

The Democratic party, it may be noted, had been the motivat¬ 
ing force behind the ill-kted Collier bill. Determined to continue 
its efforts in the direction of reciprocal relations, it proposed in 
its campaign platform, “A competitive tariff for revenue with a 
fact-finding commission free from executive interference, recifro- 
cal tariff agreements with other nations^ and an international con¬ 
ference designed to restore international trade and facilitate 
exchange.”®® 

Candidate Franklin D. Roosevelt and other Democratic 
leaders were strong supporters of reciprocal tariffs.*® In a cam¬ 
paign address at Sioux City, after attacking the Hawley-Smoot 
Tariff Act of 193O) Roosevelt proposed that revision be accom¬ 
plished by bilateral agreements. In his words: 

By international negotiation as the first and most desirable method 
in view of present world conditions—by consenting to reduce to some 
extent some of our duties in order to secure a lowering of foreign 
walls that a larger measure of our surplus may be admitted abroad.*’ 

In an earlier address at Seattle, Wash., the crux of his tariff 
philosophy was summarized as follows: 

I have advocated and continue to advocate a tarifiF policy based in a 
arge part upon the simple principle of profitable exchange arrived at 


®"® ’‘® agricultural tariffs, 

p- 7.«. 

^Aj«wyorjr;w«,juiy 2 7 , 193a. 

^ York Times, October 20, 1932. 

form atoctjfcon;-"'" 

r»Wr, June 16, 1932 traditional American policy. Ne’w York 

qoently cL°s°demd’!n*‘"‘''"""!, be subse- 

August 20 io2 2”"h^ ^ 

Platforr^. Nevi^lk tariff stand in 

V . November 20, 1012 
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through negotiated tariffs with benefit to each nation. This principle 
of tariffs by negotiations means to deal with each country on the basis 
of fair barter.** 

It is quite obvious that Roosevelt was impressed with the desir¬ 
ability of bilateral pacts. In a later campaign address, he attached 
great significance to reciprocity arrangements. An extract follows: 

More realistic mutual arrangements for trade, substituted for the 
present system in which each nation attempts to exploit every market 
of every other giving nothing in return, will do more for the peace 
of the world and will contribute more to supplment the eventual 
reduction of armament burdens than any other policy which could 
be devised." 

With reciprocal tariffs thus made an issue in the Presidential 
campaign, the policy attracted increasing attention.** It was pos¬ 
sible that the year 1933 might witness the dawn of a new Ameri¬ 
can commercial policy. 

THE RECIPROCAL TRADE MOVEMENT IN 1 933 

The decisive victory of the Democratic party at the polls made 
it possible to predict a definite swing of American policy towards 
bilateral action.*® Suggestive of contemplated changes in Ameri¬ 
can commercial policy. Senate Resolution No. 323, adopted on 
January 28,1933, requested the United States Tariff Commission 
to compile certain data relative to our trade with foreign coun- 

Commercial and Financial Chronicle, September 24, i932> P- 2094. 

** New York Times, October 7, 1932. He further stated, “At the same time 
it will make possible the approach to a national economic policy at home which 
will have as its central feature the fitting' of producdon programs to the actual 
probability of consumption.” 

“The circle of proponents of reciprocal arrangements was ever widening. 
See, e.g., S. Slichter, “Is the Tariff a Cause of Depression,” Current History, 
January, 1932, p. 532; W. Nf, Cumberland and J. H. AVilliams, American 
Economic Foreign Policy,” Institute of Politics, Yale University Press, New 
Haven, 1934, p. 248} Nicholas M. Butler, New York Times, April 16, 1932. 

“ As will be subsequently shown, there was no definite type of bilateral action 
in mind (also true of the earlier proposals presented above). Under these cir¬ 
cumstances radical transformations in policy of either a trade restricting or 
trade liberalizing nature were possible. 
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tries. Some of the implications of a tariff bargaining policy were 
also to be presented.*® 

This resolution resulted in the compilation of information 
which later became of considerable importance in the operation 
of the present policy. It merits accordingly some further atten¬ 
tion. The full resolution reads as follows: 

Resolved, That the United States Tariff Commission (as pro¬ 
vided under section 334 of the Tariff Act of 1930, and so far as 
deemed advisable by said Tariff Commission, with the cooperation of 
the Departments of State, Commerce, Agriculture, Labor, and other 
departments or independent establishments of the Government, as and 
when requested by the United States Tariff Commission to cooperate) 
is hereby directed under section 332 (g) of the Tariff Act of 1930, 
and for the purposes of that section, to investigate, particularly by 
resort to available files and records, and to report thereon to the Senate 
assembled data (including tariff rates, foreign trade statistics, produc¬ 
tion statistics, and other pertinent facts) successively on or before 

February i, 1933, February 15, 1933, and finally, March i, 1933, 
on the following subjects: 


extent to which . .. most-favored-nation clause in com- 

mercial treaties may affect tariff bargaining with foreign coun¬ 
tries. 


• • « 


(li) Generally to advise such ways and means for tariff bargain¬ 
ing as may appear relevant for most advantageously promoting ex¬ 
panded trade between the United States and foreign countries. . . 

The commendable work of the Tariff Commission on this reso¬ 
lution resulted in a wealth of data which could provide a sub- 

Commission, Tariff Bargaining under Most-Favored-Nation 

Senate Resolution No. 3.5, 

"U ^Tariff r Washington, ,933, P- viii. 

United States in of Foreign Trade of the 

No- > 80, 7.d Congress, 

Chapter ill/”' ^ contents of the other paragraphs, see ibid., and infra, 

*he 1 " lour parts. I, II, III deal with 

deals with theVr!!?^! presented in Senate Doc. No. 180, Part IV 

under Most.FaLnd-NlZTTreaUes. 
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stantial basis for any reciprocal tariff program that might be 
undertaken. 

In response to paragraphs lo and ii, the Tariff Commission 
made eight recommendations.^® The first three recommended the 
unconditional most-favored-nation clause. Recommendations 4 
and 5 provided: 

4. The Congress, in framing the tariff bargaining law might de¬ 
fine a minimum tariff for the United States and prescribe that any 
change in rate or classification should become effective only as pro¬ 
claimed from time to time, in whole or in part, by the President, each 
proclamation being to the effect that he had found the concessions 
made by a foreign country to be reciprocal and equivalent to the 
concessions made by the United States. Alternatively the Congress 
might frame a law for bilateral tariff bargaining which would author¬ 
ize the President, when he had arranged a tariff bargain with a cer¬ 
tain foreign country (the concessions by the foreign country being a 
reasonable return for the concessions by the United States) to issue a 
proclamation stating those facts and naming the reduced rates of duty 
on specified articles imported into the United States. 

5. If the Congress enacts a minimum law, or if alternatively in a 
more general bargaining law it desires to limit the extent of the reduc¬ 
tions in rates which may be proclaimed by the President, this may be 
done in either of two ways: (l) By a uniform percentage limitation 
applicable alike to all articles, for example, that no rate should be 
reduced by more than 50 percent; or (2) by specifying two or more 
percentage limitations applicable under different circumstances. For 
example, under the latter plan the largest reductions in rates might be 
permitted in the case of (a) articles of which there is little or no 
domestic production, (b) articles of which the imports are very small 
in comparison with domestic production, and (c) articles now bearing 
exceptionally high rates of duty.*® 

The last three recommendations dealt with the possibility of mul¬ 
tilateral tariff conventions and the danger of illusory foreign 
concessions should a reciprocal trade policy be undertaken.®® 

This Senate resolution was followed by another which re- 

“ Tariff Bargaining under Most-Favored-Nation Treaties, pp. 2, 3. 

“ Ibid., p. 2. 

” All these points will be considered in relevant ensuing- chapters. 
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suited in “Detailed analyses of the trade of the United States 
with 23 foreign countries prepared as 23 separate reports in 
partial response to S. Res. 334, 72d Congress, 2d Session.”” 
Three additional reports dealt with certain countries “for which 
the preparation of such complete analyses did not seem justified 
(or was not practicable) but which were of sufficient importance 
to warrant the presentation of some material.”” 

These two Senate resolutions indicated a rather strong possibil¬ 
ity of impending changes in American tariff policy. This was 
apparently verified by the announcement that the President 
would seek legislative authority to negotiate reciprocal pacts.*® 
A press dispatch appearing in the New York Times presented 
the main outlines of this proposal.** The President was to be 
delegated the authority to negotiate executive tariff agreements 
within specified limits without any requirement of Senate rati¬ 
fication or at most a negative veto power permitting Congress 
to reject any agreements which might be promulgated within 
sixty days of their conclusion. It was added that the approaching 
Monetary and Economic Conference at London in June 1933 and 

the problem of debt revision made such a delegation of authority 
even more desirable. 

The next day a statement appeared dealing with the endeavor 
of administration officials to perfect a reciprocity program.®* In 


U. S. Tariff Commission, An Analysts of the Trade between the United 
States and Czechoslovakia^ Denmark, Finland, Greece, Portugal and Soviet 
Russia in Europe, April, 1934. (This was one of three additional reports each 

a group of countries.) 

Ibid. These thirty-nine countries accounted for 93 and 92 percent of Ameri¬ 
can imports in 1928 and 1932, respectively, and for 94 and 93 percent of 
United States exports for the same years. Op. cit., p. 2. These latter reports 
ealt with sixteen cou.ntries divided into three groups: (i) Central and South 
America and the West Indies, (2) Europe, (3) Asia and Africa. 

^Nev) York Times, March 23, 1933. 

Ibtd. The following history of the 19 3 3 reciprocity proposal is based chiefly 
upon press dispatches to the Nevs York Times. 

New York Ttmes, March 24, 1933. It may be pointed out that in the state¬ 
ments and discussions of this period no distinction was made between pure 
ciprocity, or substantive bilateralism, and formal bilateralism. Since at this 
ime It was not known which policy the United States would pursue, it is difii- 

had ill mtd"^“' bilateralism the proponents of this approach 
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particular, they were seeking a technique for making reciprocity 
compatible with the unconditional most-favored-nation clause. 
Significant was the statement attributed to officials that American 
tariff policy was henceforth to be based upon national interests 
rather than local considerations. The traditional logrolling tactics 
of previous tariff legislative procedure were to be abolished.®® 

On April 3, President Roosevelt reiterated his determination 
to seek tariff-modifying powers.®^ In a message to Congress on 
farm mortgage financing, he declared that he would ask author¬ 
ity to initiate “practical tariff agreements to break through trade 
barriers and to establish foreign markets for farm and industrial 
products.”®® 

On April 7 it was announced that the proposed bill was to be 
submitted to Congress the following week.®® The Democratic 
leaders in the House and the Senate expressed themselves as 
confident that the measure would be enacted without much diffi¬ 
culty. 

By the middle of this month it appeared that the President 
had resolved to present his proposal to Congress within a few 
days. It was stated that the main outlines of the measure had been 
completed and that the problem offered by the unconditional 
most-favored-nation obligations of the United States had been 
met.®® At the same time a fairly detailed summary of the Presi¬ 
dent’s tariff proposal was presented. The powers to be requested 
were divided into four sections: 

I. The negotiations were to result in executive agreements modify¬ 
ing llawley-Smoot rates by proclamation. A negative veto power 

^ Protectionist groups became concerned with the proposed delegation of 
powers and announced their intention to seek Congressional hearings on the 
proposed bill when it was introduced into Congress. New York Times, April 

2, 1933- 

"April 4, 1933, issue of the New York Times, 

“ Ibid, At the same time it was announced that the proposed reciprocal agree¬ 
ments would include tariffs, exchange control measures, quotas, embargoes, and 
other trade restriction measures, 

^ New York Times, April 7, 1933. 

^ New York Times, April 14, 1933. The President was reported to have 
desired the delegation of power before the discussions in Washington preliminary 
to the convening of the London Conference, 
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stipulated that the proposed tariff changes were to be reported to 
Congress, which would be given 60 days before the effective date of 
the agreements to reject them. 

2. There was to be Presidential authority to negotiate, at the 
London Conference, multilateral tariff treaties providing for horizon¬ 
tal tariff deductions. 

3. Bilateral agreements could be promulgated, with a maximum 
reduction of 40 percent on any one item. Assuming the multilateral 
pacts would contain a flat 10 percent reduction, this meant a maximum 
downward revision of 50 percent of the rates in existence. 

4. The tariff bargaining policy was to be combined with a continu¬ 
ance of the so-called “cost of production” principle.®^ 


It was further stated that, if constitutional difficulties could be 

surmounted, authority would be sought to grant reductions of 

greater than 50 percent of existing rates and to transfer items to 
and from the free list.®* 

As late as April 26, 1933, the impression prevailed that the 
President would ask for a limited delegation of tariff powers.®® 
An element of doubt, however, soon began to creep into the situa¬ 
tion. A press dispatch appearing May 6 stated that the President 
was undecided whether he would request tariff powers which 

because of its controversial nature could not be enacted without 
considerable debate.®* 

Apparently wavering in his decision, a subsequent press item 
declared that the request for tariff legislation would be made very 
soon.®' A brief description of the powers to be incorporated was 


It is to be noted that the program above is simply an elaboration of the 
earher summary appearing in the "mU as, .9 

Ibtd. The free list provisions would empower the President to shift itemc 

tTpon inTs‘: btgainr; 

n..i"Iy o„ ,h, fteflir"’ “""“y 

'bLr"’'' “"“"-litioMl 

Nevj York Times, April 27, 1933. 

New York Times, May 6, 1933. 

New York Times, May 10, 1933. 
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again given. This corresponded in the main to the proposal earlier 
described.®® One important change removed the limitation of 
40 percent. The 10 percent provision for multilateral conventions 
was maintained in line with the tariff truce proposal preliminary 
to the London Conference.®^ Other restrictions were the require¬ 
ment that in any multilateral agreements promulgated, every 
other country was to yield equivalent concessions and that the 
reciprocal agreements negotiated must operate to promote Ameri¬ 
can export trade. 

President Roosevelt, however, continued to delay the trans¬ 
mission of this tariff proposal to Congress. On May 22 forth¬ 
coming conferences between Secretary of State Hull and the 
President were announced.®® It seems evident that there was a 
considerable degree of doubt in Roosevelt’s mind. Unquestion¬ 
ably the bill had been drafted, but there was hesitation as to the 
feasibility of presenting it to Congress. The time for action was 
growing short. Towards the end of May it was again announced 
that the bill would be presented within a few days.®® At this time 
Speaker Rainey of the House of Representatives announced that 
the measure would take the form of a simple joint resolution. 

Finally, after this rather lengthy period of indecision. Pres¬ 
ident Roosevelt definitely declared on June 9 that the tariff 
proposal would not be submitted to Congress during that ses¬ 
sion.’’® The impression was gained, however, that reciprocal 
treaties would be negotiated during the recess period and sub¬ 
mitted for ratification during the next session of Congress.^^ 

On the surface of the matter, it might indeed seem paradoxical 
that an administration so favorable to the project of reciprocal 
tariffs should have been so hesitant in presenting its proposal 
to Congress. This situation is clarified somewhat by a considera¬ 
tion of surrounding circumstances. Immersed in what was proba- 

Supra, 

Neqv York Times, April 27, 1933- 
^ Nenv York Times, May 22, 1933* 

New York Times, May 23, 1933. The announcement was repeated a few 
days later. New York Times, May 27, 1933. The proposal was said to with- 

bold power to increase duties. 

Nenv York Times, June lo, 1933. 

New York Times, June 12, 1933. 
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bly the greatest economic crisis In the history of the United 
States, it was feared that the introduction of so controversial a 
subject into Congress might derail other important legislation/* 
Measures aimed at agricultural, industrial, and financial rehabili¬ 
tation were given priority over the initiation of commercial policy 
changes/* The possibility of a conflict of tariff reduction with 
the operation of the NIRA and the political implications of such 
a request were probably the strongest factors In the situation/* 
The administration’s desire for bilateral agreements was, how¬ 
ever, undiminished by these events. Further, the failure to enact 
this proposal created considerable doubt abroad concerning the 
future of American commercial policy.’® It had been stated at 
intervals during the consideration of the above proposal that the 
President wished to have tariff-revising powers during the Lon¬ 
don Conference.’® Hence, the question could well be asked abroad 
whether the United States had abandoned its reciprocity plan. 
An additional factor complicating the situation was the impending 
failure of monetary stabilization plans, which finally wrecked the 
conference.” To accompany this there was a strong possibility of 
another upward surge of world trade barriers.’® 


Nev) York Times, May 22, 1933. 

See the feature article by Leo Pasvolsky, Ne<w York Times, March 11, 1934. 
M, S. Stewart, T/te Work of the London Economic Conference, Foreign 
Policy Report No. i8, November 8, 1933, p. 198. Compare this position with 
the frequent reiteration of Hull’s assertion, ‘‘It is clear that anything like a 
sound, full measure of prosperity ... can only come through restoration of a 
healthy international trade and this can only be accomplished by a general 
reduction in excessive tariffs.” B. W. Patch, “Reciprocity and International 

^^itorial Research Reforts, January, 1932, p. 74. 

” ‘ft® World,” The Economist, London, June 24, 1933, p. 1342. 

.g., N^Jork Times, April 14, May ii. May 23, 1933, B. W. Patch, 

1 anlts and Trade Obstacles at the London Conference,” Editorial Research 
Reports, June 12, 1933, p. 411. 

H. Chalmers, “The Depression and Foreign Trade Barriers,” Annals of the 

Aiicr t failure caused was Hull’s announcement early in 

nacN willingness of the United States to negotiate bilateral 

States L T »°»-competitwe imports into the United 

August 8, ,933. 

nomic Naln^r^^ J' G- Smith, “Eco- 

I 9 r 5 p 643 ” " International Trade,” Economic Journal, December, 



26 RECIPROCAL TRADE POLICY 

With these circumstances as factors, in July the American 
embassies in Argentina, Brazil, Colombia, Portugal, and Sweden 
were instructed to inform the respective foreign offices that the 
United States wished to undertake exploratory studies on the 
possibility of reciprocity treaties/® In selecting these countries 
the State Department felt that the nature of their commodity 
exports, generally speaking, were such that Senate ratification 
would be comparatively easy to secure.®® These countries replied 
favorably to the memoranda.®^ 

To further these negotiations an Interdepartmental Advisory 
Board on Reciprocity Treaties was organized to prepare studies 
and reports relevant to these exploratory conversations.®® This 
Board held its first meeting at the Department of State on July 
17, 1933. Representatives of the Departments of State, Agricul¬ 
ture, Commerce, and the United States Tariff Commission com¬ 
posed this interdepartmental committee.®® 

Summarily, the only tangible results of these negotiations was 
a treaty with Colombia which, though signed, never received the 
requisite legislative approval of either government.®* Negotia¬ 
tions with the other countries mentioned above were never con¬ 
summated. 

The paradoxical situation of an administration committed to 
a reciprocal trade policy being unable to reach its objective de¬ 
serves some comment. Unless the aims of a policy and methods 
of attaining these alms have been crystallized definitely, little 

U. S. Department of State, Press ReleaseSy Weekly Issue, No. 198, July 15, 
^ 933 ) PP* 36-38. These proposals, so soon after the decision of the President to 
refrain from asking for tariff powers, tend to verify the statement that the 
political implications of such a proposal were quite an important factor in the 
situation. 

U. S. House of Representatives, Defartment of State Affrofriation Bill 
for 1934-SS} Hearings before the Subcommittee of the House Committee on 
Appropriations, 73d Congress, 2d Session, Washington, 1934, p. n. It was 
recognized, however, that the Argentine treaty might prove difficult. Ibid.y p. 

12. 

** U. S. Department of State, Treaty Information Bulletin No, ^7, August 
^ 933 ) PP* 19-20. Brazil accepted in principle delaying full approval until 
various government departments had submitted their views, 

“ lhid,y p. 20. 

Ibid. 

^ U. S. Department of State, Treaty Information Bulletin No. 5/, December 
193 3) P* 6. A brief summary of its terms is presented in this bulletin. 
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hope of success can be entertained for any policy. Objectively 
viewed, it appears that the situation existing during 1933, es¬ 
pecially the latter half, failed to fulfill these desiderata. In brief, 
there was a complete absence of a definite clear-cut policy.*® 

Following the inauguration of the new adminstration in the 
spring of 1933, the emphasis was overwhelmingly, as noted 
above, upon internal recovery. The view prevailed that domestic 
measures had precedence over any projects aimed at a restoration 
of international equilibrium.*® There were provisions in the AAA 
and NIRA which could, and did in certain instances, further 
restrict international trade.*^ At the same time, however, the criti¬ 
cal state of world trade was recognized. As remedial measures 
here, the proposed 1933 reciprocity bill and the ill-fated treaty 
negotiations were put forward. And this was attempted con¬ 
currently with the internal recovery measures which had been 
adopted and emphasized.** 

In addition to these factors, under the NIRA quota restrictions 
were placed upon imports of petroleum, alcoholic beverages, and 
lumber and timber products.*® Clearly the setting up of these 
quota controls might become a precedent for its future extension. 
Not only this, but barter arrangements were actually concluded 
on the basis of increased quotas.®® These raised a host of mo- 


York Timesy October 31, 1933. 

F_D. Roosevelt, 0« 0 «r Way, John Day Company, New York, ,934, p. 
this chapte/"’^^^*'' accentuated by the factors presented at the outset of 

Chapter VII. 

saje President’s mes- 

tem 7 Conference stating that “The sound internal economic sys- 

hTnl r " of its currency in the 

gng terms of the currencies of other nations.” F. D. Roosevelt of. cit 

mu 7 eTtIblishTrdeH Conference 

des by freeing the fl” ^ ^ va ^ stabilization of curren- 
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mentous questions concerning most-favored-nation obligations 
and the type of bargaining policy to be pursued. Again, was the 
United States to initiate a broad liberal trade policy or was it 
merely going to follow in the steps of other nations employing 
an ever-growing and increasingly complex armory of trade con¬ 
trol measures?®’ 

These were questions of profound significance. The problem 
of a successful implementation of a new American commercial 
policy was, at this point, in a critical state.®® There were two paths 
ahead: substantive bilateralism with all its destructive implica¬ 
tions or formal bilateralism based upon the unconditional most- 
favored-nation clause. The urgent need in the situation was a 
clear-cut definition of the policy to be pursued. 

The following excerpt from a White House statement on December 11 
indicates the confusion and alack of understanding of the implications inherent 
in the proposal: “Now the time has come to initiate the second part of the 
program and correlate the two parts, the internal adjustment of production 
with such effective foreign purchasing power as may be developed by reciprocal 
tariffs, barter and other international arrangements?'* (Italics the author’s.) 
U. S. Department of State, Press Releases^ Weekly Issue No. 221, December 23, 

i 933 > PP- 359-360. 

For examples of these barter arrangements, see Nev^ York Times, December 
I, i 933 » January 5, 1934. 

Parenthetically, two other factors probably contributed to the defeat of 
the reciprocity treaty negotiations. First, there may have been a realization of 
the futility of any reciprocity dependent upon Senate approval (see appendix, 
p, 297, for past experience). Secondly, there was no administrative set-up ade¬ 
quate to cope with the problems of negotiation. The State Department was cer¬ 
tainly concerned, but the other governmental agencies were fully occupied 
with the administration of internal recovery measures. 



Ill 

THE RECIPROCAL TRADE ACT OF 1934 

THE LEGISLATIVE HISTORY OF THE ACT OF 1934 


During the latter days of 1933, three factors indicated that 
executive tariff bargaining powers would be sought from Con¬ 
gress. In the first place, the Democratic party had not swerved 
from its campaign pledge of bilateral action against world trade 
barriers. Secondly, the rising tide of trade restrictions threaten¬ 
ing from the failure of the London Conference made it impera¬ 
tive that effort be exerted to halt the growth of the vicious spiral.' 
Lastly, the critical condition of international economic relations 
led to a recognition of the pressing need for flexible, discretionary 



Partly to prepare the way for a reciprocal tariff program and 
partly to resolve the confusion existing in the administration of 
American foreign trade policy, the Executive Commercial Policy 
Committee was created late in November 1933.® D^ie of its 
major functions was to coordinate American commercial policy 
“with a view to centralizing in the hands of one agency super¬ 
vision of all government action affecting our import and export 
trade.”* Organized on an interdepartmental basis, its announced 

purposes indicated an effort to integrate the administration’s for¬ 
eign trade policy. 

On December 29, a press dispatch announced that President 
Koosevelt was preparing a reciprocal tariff plan to be offered to 


Durfn/’, f '‘foreign Tariffs and Commercial Policies 

Wellpt"; Nr?''',.”' 'l”' 

will be elaboraL 7 , November 25, 1933, p. 283. This Committee 

will be elaborated upon, mfra, Chapter IV. 

U. S. Department of State, of. cit., loc. cit. 


^9 
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Congress when it assembled for the impending session.® The 
President was evidently acting upon the advice of the Executive 
Commercial Policy Committee, for on January 3,1934, this Com¬ 
mittee suggested that the President request a limited delegation of 
tariff powers.® The following day F. B. Sayre, Assistant Secretary 
of State, announced that the Committee had formulated a plan 
providing for tariff adjustment and the imposition of quotas.’’ 
This was to be, it was stated, the basis of the President’s message 
to Congress asking for tariff bargaining powers. That the adminis¬ 
tration was not clear as to what type of bilateral action it intended 
to utilize might be deduced from an earlier announcement that 
“special arrangements” and “special inducements” were contem¬ 
plated for each nation.® 

It was not until March that any further significant events oc¬ 
curred. The absence of Cordell Hull, American delegate to the 
Pan-American Conference at Montevideo in 1933, the pressure of 
certain “vital legislation” such as the supply bill, and the time 
consumed in framing a satisfactory bill all militated against any 
earlier action.® A conference of Congressional leaders at the 
White House on February 28, 1934, resulted in the announce¬ 
ment that the reciprocal trade plan would be offered to Congress 
very shortly.’® 

On March 2, President Roosevelt transmitted a message to 
Congress requesting authority to negotiate executive commercial 
agreements with foreign countries.” He declared (in part): 

‘ Ne<u) York Times, December 30, 1933. As early as the preceding September 
this move was regarded as a likely possibility. Netv York Times, September 3, 
1933. Hull at the Montevideo Conference of 1933 proposed comprehensive 
bilateral commercial treaties to combat trade barriers. U. S. Department of 
State, Treaty Information Bulletin No. 5/, December 1933, p. 7. 

* New York Times, January 4, 1934. 

'New York Times, January 5, 1934. (Italics the author’s.) Dr. F. B. Sayre 
was made permanent chairman of this committee in December 1933. 

* New York Times, December 30, 1933. Hull, of course, definitely would have 
opposed quotas and “special arrangements,” infra. Chapter V. All this evidences 
the confusion existing in administration circles. 

* New York Times, January 29, February 25, 1934. During this interim 
opposition began to form against the proposed legislation. New York Times, 
January 3, 6, February 18, March 2, 1934. 

"‘New York Times, March 1, 1934. 

“ For the full text, see infra, p, 299. 
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I am requesting the Congress to authorize the Executive to enter 
into executive commercial agreements with foreign nations; and in 
pursuance thereof within carefully guarded limits to modify existing 
duties and import restrictions in such a way as will benefit American 
agriculture and industry. 


How much greater, how much more violent is the shifting [of 
trade currents] in these times of change and of stress is clear from the 
record of current history. 


If the American Government is not in a position to make fair offers 

for fair opportunities, its trade will be superseded. If it is not in a 

position at any given moment rapidly to alter the terms on which it is 

willing to deal with other countries, it cannot adequately protect its 

trade against discriminations and against bargains injurious to its 

interests. Furthermore, a promise to which prompt effect cannot be 

given is not an inducement which can pass current at par in com¬ 
mercial negotiations. 


The striking aspects of this message appear to be threefold. 
First, the President asked for powers “within carefully guarded 
lirnits” which were to be exercised on the basis of a “cautious 
and padual evolution of plans.’»== Secondly, unstable Interna¬ 
tiona economic conditions and the strong movements towards 
bilateral action abroad were cited as reasons supporting the re¬ 
quest. inally, the absolute and relative decline of American 
foreign trade meant that unless a substantial restoration were 
achieved heartbreaking readjustments ... must be necessary.’”^ 
n same day this message was transmitted. Representative 
K. U Doughton, chairman of the House Ways and Means Com- 
ttee, introduced the administration bill into the House of 

the^prT'^'r provisions of the proposal were framed by 
the Executive Commercial Policy Committee.” There were six 
essential parts to this bill.” ^ 

”J»Kpp. 299,300. 

or details concerning the spread of bilateralism abroad, see infra, pp. , oo 

p. 30,. 

F. B. Sayre j statement at a personal interview, 
r text, see House of Representatives, Recifrocal Trade Agreements, Hear- 
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f. To assist in correcting the prevailing economic maladjustments, 
the President was empowered to “regulate the admission of foreign 
goods” in order to provide markets for American exports. 

2. With this aim in view, he might negotiate foreign trade agree¬ 
ments reducing or increasing import barriers whenever he found that 
American customs restrictions were “unduly burdening and restrict¬ 
ing” the foreign trade of the United States or that the objective above 
would be aided. 

3. As limitations upon the delegated powers, the President could 
not increase or decrease any existing duties by more than 50 percent; 
nor could he transfer any article between the free and dutiable lists.^^ 

4. The unconditional most-favored-nation policy of the United 
States was to be maintained. 

5. The contingent duties provisions of the Hawley-Smoot Act were 
to be repealed along with the equalization of costs provision (section 

336).^® 


6. Each agreement was to have a maximum life of three years, 
although if due notice were not given at that time for its termination, 
it might operate indefinitely subject to not more than six months 


mgs before the Committee on Ways and Means. 73d Congress, 2d Session on 
H.R. 8430 (later changed to H.R. 8687) Washington, 1934, pp. 1-2. Also, 
infra appendix p. 302, amendment to the Act of 1930, Part III. 

” This 50 percent limitation partakes of the nature of the maximum-and- 
minimum tariff system and has been employed by Germany in the past, in her 
general-and-conventional tariff system. U. S. Tariff Commission, Reciprocity 
and Commercial TreatieSy Washington, 1919, p. 508. 

These were subparagraph (d) of paragraph 369, the last sentence of para¬ 
graph 1402, and the provisos to paragraphs 371, 40i> 1^50) 1803 

of the Hawley-Smoot Act. The contingent duties provided for in the Fordney- 
McCumber and Smoot-Hawley Acts sought to insure that the tariff treatment 
in foreign countries of certain commodities would be identical to that stipulated 
in American tariff legislation. If this condition did not hold, contingent duties 
were to be levied to achieve this objective. For a list of the foreign countries 
against which these duties were to have been applied, see Congressional Record, 
volume 78, 73d Congress, 2d Session, p. 9696. 

An additional provision added that section 311, concerning the export of 
flour from processed imported wheat, was “not to apply to any agreement con¬ 
cluded pursuant to this act.’* Op, cit., p, 2. Under the Act of 193® exporters of 
flour within this category had to pay a duty equal to any reduction accorded 
American flour by treaty. Statutes of the United States of America, passed at 
the second session of the 71st Congress 1929-30, p. 691. For greater details on 
this subject, see U. S. House of Representatives, Reciprocal Trade Agreements, 
pp. 378-381, 382-387 (statement by F. H. Theis, chief, Grain Section, AAA). 
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notice. There was no restriction upon the duration of the President’s 
power to negotiate agreements.^® 

Three pertinent observations upon these provisions are in 
order. For the first time (in the past implicitly ignored), the 
fundamentally two-sided nature of international trade was rec¬ 
ognized by an administration tariff proposal. Imports were to 
be admitted to obtain export markets for American products. 
Again, the failure of the ecjualization-of-costs principle was 
recognized in the provision for its repeal. Finally, the bill was 
a comprehensive one, investing the President with broad powers. 

Under the legislative guidance of Representative Doughton, 
hearings on the proposed bill began on March 8 , before the 
House Ways and Means Committee. Secretaries Cordell Hull, 
D. C. Roper, and H. A. Wallace, Assistant Secretary F. B. Sayre, 
^^d Tariff Commission Chairman R. L. O’Brien presented the 
administration’s case.®® The crux of their position was that na¬ 
tional and international economic conditions made broad execu¬ 
tive discretionary powers imperative. President Roosevelt’s mes¬ 
sage to Congress epitomized their views in this respect. Present¬ 
ing a much less tenable position, the opposition relied upon the 
well-worn statement of the necessity for a protective tariff, sup¬ 
posedly made even more necessary by the effects of domestic re¬ 
covery legislation.®’ Moreover, while firmly advocating the con- 
tmuance of section 336 of the Tariff Act of 1930, the opponents of 
tile bill inconsistently attacked its constitutionality.®® 

On March 17, the Ways and Means Committee reported 
favorably on the bill.“ The majority report summarized the 

including" 'mport restrictions as 
limitation. oLv!’ of import duties, and (a) import 

ri a? in P~'>*"'«io'- « any time in' l.V ’ 

*U „ P 0 ^ ‘•’e program. See injra, p. 307. 

before'the Representatives, Reciprocal Trade Agreements, Hearing 

'"'™0"y by F- B. 

“Ori ci/’ no aiii-ad*, ti9-3ai, .48, 47«. 


or 
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scope of the bill and the supporting arguments presented during 
the course of the hearings.** Several important changes were 
made in the bill. Not only was a binding of existing customs 
treatment provided for, but a reciprocal “freezing” of excise 
duties was also made possible.*® An unfortunate insertion did not 
directly repeal the equalization-of-costs provisions of the Act of 
1930, but made the principle inapplicable only to products in¬ 
cluded in any trade agreements negotiated.*® In the original bill, 
as summarized earlier, section 336 was to have been repealed.*^ 
Another clause, added by the House Committee, expressly con¬ 
tinued Cuba’s preferential position in the United States.*® 

The minority House report, prepared by Representative A. 

T. Treadway of Massachusetts, presented twenty-four objections 
to the bill.*® These could be classified into three groups of argu¬ 
ments. The first five objections described the proposed bill as 
one involving an unconstitutional delegation of legislative 
power.®® Objections eight to twelve dealt with the bill itself. It 

“ U. S. House of Representatives, Amend Tariff Act of 1930: Reciprocal 
Trade Agreements, Report No. 1000 73rd Congress, 2d Session, pp. 1-20. 

“ Op, cit,y pp. 14-15. The latter was to assure that “excise duties shall not be 
such as to nullify the results of their promises to modify their tariff duties,” 

U. S. House of Representatives, Reciprocal Trade Agreements, p. 70. During 
the entire history of this bill there was no clear-cut statement regarding the possi¬ 
bility of reducing, under the authority granted in the bill, excise taxes levied 
purely to impede imports. See infra. Chapter XI, p. 253 et seq. 

Op, cit,y p. 17, see infra, pp. 43, 291, for further discussion. 

” This shift, apparently a compromise measure, was proposed by R. L. Dough- 
ton, Chairman of the Ways and Means Committee, U. S. House of Representa¬ 
tives, Reciprocal Trade Agreements, p. 394. The new section recognized the 
fundamental inconsistency between reciprocal reduction of trade barriers and 
the “flexible” provision, section 336 (o^. cit,, p. 151). Yet there seemed to be 
no conception of the absurdity of retaining on the statute books a principle 
which, if practicable, would lead logically to an annihilation of international 
trade. 

Op, cit., p. 16. Several minor changes were made in wording to bring out 
more clearly the objectives in view, and in addition, to maintain the status quo 
for American flour exports to Cuba. Further elaboration of this point will be 
given infra. 

^ Op. cit., pp. 21-31, 

Op. cit., p. 21. It was alleged to infringe Article I, section 8, and Article 
II of the Constitution of the United States. More specifically it was urged that 
there was no “yardstick,” such as prescribed under the existing flexible provi¬ 
sions, to govern the use of the delegated powers. Ibid, and op. cit., p. 23. For an 
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was urged that the vesting of authority in one man, who would 
have to rely mainly upon the advice of others, was unwise. Fur¬ 
ther, without any provision for public notice and hearings, and 
with industries to be “sacrificed” by the trade agreements, an 
element of instability was injected into an already maladjusted 
situation.®^ The final objection in this category assumed that bi¬ 
lateral action meant an abandonment of the policy “of equal 
tariff treatment.’”* The third group of objections revolved about 

the false dictum that any reduction in the American tariff is un¬ 
desirable.” 

On March 29, the House passed the reciprocal trade bill. 
Two further modifications resulted from the debate following 
the submission of the Committee report to the House.” Under 
the bill, as passed by the House, it was further stipulated that 
the provisions of the act were to “terminate three years after 
the date of the enactment.”” Moreover, cancellation or reduc¬ 
tion of intergovernmental debts to the United States could not be 

provided ior in any agreement that might be negotiated under 
the authorit y conferred in the bill.” 

the"HotrCommhfe'e^*^’’ of F. B. Sayre’s argument before 

“ Op. Cit,, p. 22. 

is the suggestion^m^ade^tii^^ of these arguments 

obtain ford^Zn^el ols ato 

ments were all spe ous in cl " ' ? I '’'I'- argu- 

“ Congre2ZZZ , *“perficial reasoning. 

vote was 274 -" I P- ^he 

characterized tis ks ^he 3 r, i 934 , 

forces, since Congress has ari"*" f ' administration 

** Debate in fk u ^ prized its tariff-making power.’* 

raised by the minority^R was relatively brief and revflved Ibout the issues 

S>13. SJ57-70, 54°7l ,rr “*■ “ • PP' 

U. S. Senate. Reciprocal Trade aI' 5808 . 

tee before the Committee on Fina Hearings before the Commit- 
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Receiving the bill as passed in the House, the Senate referred 
it to the Committee on Finance on April 2.®® As was expected, 
there was considerably more debate on the bill in the Senate than 
had taken place in the House.®® The Senate hearings were brief, 
all coming within four days between April 26 and May i. The 
Committee on Finance reported the bill favorably on May 2 and 
submitted a brief report urging its passage with a few minor 
changes.*® Under one committee amendment any Cuban agree¬ 
ment which might be concluded was explicitly subjected to the 
50 percent limitation.*^ The section terminating provisions of 
the act at the end of three years was modified to apply only to 
the authority to enter into trade agreements.*® 


the Act of 1930 was to deny flour processed from Canadian wheat in the United 
States the benefit of the preferences accorded by Cuba to American products. 
Southwest millers were responsible for this provision. In the original bill, Sec¬ 
tion 311 was made inapplicable to any agreements which might be concluded. 
To meet the possibility of a Cuban agreement and thus maintain the status quo, 
the bill was amended. Infra^ pp. 303, 305, 307, Other agreements, of course, 
had to be explicitly excluded from the operation of Section 311. If this had not 
been done American exporters might have been at a disadvantage in exporting 
to countries granting the United States tariff reductions on flour. Through 
generalization under the most-favored-nation clause other countries would ob¬ 
tain the concessions accorded American exporters. The latter, however, would 
have had to pay the United States Treasury the amount of the reductions under 
Section 311. 

^Congressional Record^ of. cit.y p. 5831. 

^ E.g.y U. S. House of Representatives, Recifrocal Trade AgreementSy p. 291. 
Representative R. O. Woodruff declared, “There is not a man on this commit¬ 
tee that does not know that this bill is going to stay before the Senate of the 
United States for the next two months.” The statement went unchallenged. 

" U. S. Senate, Recifrocal Trade AgreementSy Senate Report No. 871, 73d 

Congress, 2d Session, Washington, 1934. 

Of, cit.y p. 2. F. B. Sayre proposed this amendment to the House bill. U. S. 
Senate, Recifrocal Trade AgreementSy Hearings before the Committee on 
Finance, p. loo. 

Of. cit.y p. 3. This was to make certain that there would be no with¬ 
drawal of generalization of concessions from non-agreement countries and 
agreement countries as the trade pacts expired and thus cause a departure from 
the unconditional most-favored-nation policy of the United States j to prevent 
section 336 being applied to articles covered by trade agreementsj and finally, 
to prevent section 311 from coming into force in respect to such agreements. 
Ibid.y F. B. Sayre made this proposal during the Senate Hearings, Recifrocal 
Trade AgreementSy Hearings before the Committee on Finance, pp. 113-114* 
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One very significant section was adcied by the Finance Com¬ 
mittee: “Public notice of the intention to negotiate an agreement” 
was required in order that those interested might present their 
views to the President or the agency designated by him for 
this purpose. Further, the President was to seek information 
from various government agencies before concluding any agree¬ 
ment.^® 

Senate debate on this bill proved to be a long and drawn-out 
process.®* Numerous amendments to the measure were pro¬ 
posed from the floor of the chamber.*® It may be stated, summar¬ 
ily, that the general trend of the debate and proposed amend¬ 
ments followed rather closely the issues raised in the House 
Majority and Minority Reports.*® It was not until June 4, that 
the Senate approved the bill.*^ In the meantime the Senate in- 


The original bill specified no time limitation upon the authority to negotiate 
trade agreements. 


Ibid, This provision was inserted as a consequence of widespread sentiment 
both in the House and Senate favoring public hearings. See House of Repre¬ 
sentatives, Reciprocal Trade Agreemenls^p^, 117,139, 140, 231, 233, 254, 261, 

320, 344, 395, 396, 402; U. S. Senate, Reciprocal Trade Agreements, Hearings 
before the Committee on Finance, pp. 8, 9, 20, 29, 129, 159, 163, 193, 213, 
163, 411. As early as December 30, 1933 the American Tariff League, a pres¬ 
sure organization, declared it would insist upon public hearings for industries 
affected by the trade treaties then under negotiation. New York Times, Decem- 

ber 31, 1933. 


For the arguments pro and con, see Congressional Record, of, cit., pp. 8987, 
« 99 «. 9006, 9079, 9089, 9091, 9108-13, 9128, 9146, 9254, 9336, 9361, 

9559 » 95 ^ 7 > 9 S 79 » 95^75 9 ^* 3 > 96^2, 9697, 9800, 9806, 9825-47, 10072, 
10079-84, 10092, 10186, 10192, 10200, 10209, 10353, 10366, 10374, 10391. 

For some of these see of. cit.. Senators Steiwer 96565 Reed-Copeland 62005 
Keed-Vandenberg, 66995 Walsh-Johnson, 90725 Overton-White, 92225 Bar¬ 
bour-Long, 94305 Johnson-Overton, 95555 Barbour-Hale-Hatfield, 96075 
Hebert-Vandenberg, 97905 Hastings, 100715 Davis-Steiwer, 10175. These were 
4j) * *^***^* their only influence was the incorporation of section 4 (cf. note 


ufra. Generally speaking the amendments offered, especially by the op¬ 
position, sought to emasculate the bill. Hence, such proposals as the restriction 

.*^^**"*"ff ^jst items (Barbour, May 17), the exemption of agricul- 

and Ilf” orticultural products from the scope of any agreements negotiated, 

be r Senate approval. It was even proposed that bargaining 

in produced under the same “labor standards” at home and 

•n ithe foreign countries. (Davis, May 17.) 

to Record, p. 10395. The vote was 57-33. Various amendments 

6 y restnct the scope of the bill were again offered on the floor of the 
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serted a provision partially repealing section 516(b) of the Act of 
1930, which had permitted domestic producers to tie up imports 
by arguing that an improper duty had been levied.*® The only 

other modifications in the House bill were those suggested by the 
Senate Finance Committee. 

On June 6, 1934 the House concurred in the Senate amend¬ 
ments.*® The measure was officially presented to the President 
on June 7.®® On the 12th of June it became law with his signa¬ 
ture.®^ Thus, it was some fifteen months after the inauguration 
that the new administration acquired the authority to promulgate 
executive commercial agreements with foreign countries. 

IMPLICATIONS OF THE RECIPROCAL TRADE ACT 

The full significance of this amendment to the Hawley-Smoot 
Act of 1930 will become more evident after the various agree¬ 
ments concluded under its authority have been subjected to a 
functional analysis. There are, however, certain striking features 
and possibilities in the legislation itself which lay the ground work 
for the actual operation of the program. 

Senate. These were repulsed by administration supporters. A convenient sum¬ 
mary of these is contained in the June 5, 1934 issue of the Ne^w York Times, 
This section had been a source of administrative protectionism and was an 
innovation in the Act of 1930. It is repealed only with reference to articles 
included in trade agreements. U. S. House of Representatives, Recifrocal Trade 
Agreements, pp. 331-332, 390. If unrepealed it would have given producers 
the opportunity to “strip foreign countries” of some of the benefits of the agree¬ 
ments concluded. U. S. Senate, Extending Recifrocal Trade Agreement Act, 
Hearings before the Committee on Finance, 75th Congress, ist Session, Wash¬ 
ington, 1937, p. 79. 

Under the bill proposed in 1937 to amend certain administrative provisions 
of the Act of 1930, section 516(b) would have been further amended to relax 
its provisions with respect to non-agreement items. U. S. House of Representa¬ 
tives, Amending Certain Administrative Provisions of the Tariff Act of 193^9 
Report No. 1429, 75th Congress, ist Session, Washington, 1937, pP- 4 > 

*^Of. cit,, p, 10636. The vote was 154-53. 

^Of, cit,y p. 10767. 

^^Of, cit,, p. 11353, P^kUc No. 316, 73d Congress (H. R. 8687), An Act 
etc. It was signed in the evening in order that the autonomous tariff changes 
stipulated (the repeal of the contingent duties) might be effective the next 
morning: for text, see infra appendix; Statutes of the United States of America, 
73d Congress, 2d Session, Part I, Washington, 1934? PP* 943 " 945 * 
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In the first place, the fundamental basis of the statute is the 
recognition that a flourishing international trade is vital to do¬ 
mestic prosperity. This fact has been emphasized throughout the 
operation of the program to date.” The Trade Agreements Act 
is the first piece of legislation in the history of the American 
tariff to advance such a thesis. It forms, therefore, the essence of 
the new American commercial policy. 

In accordance with this doctrine the act begins with the state¬ 
ment, “For the purpose of expanding foreign markets for the 
products of the United States.”” The interrelationship of foreign 
trade and domestic prosperity is then specificially noted in the 
expression “as a means of assisting in the present emergency in 
restoring the American standard of living, in overcoming domes¬ 
tic unemployment and the present economic depression, in in¬ 
creasing the purchasing power of the American public, and in 
establishing and maintaining a better relationship among various 

branches of American agriculture, industry, mining and com¬ 
merce.”” 


In order to expand the foreign market for products from the 
United States, two crucial objectives must be sought: 

1. A mitigation and removal of international trade barriers.®® 

2. Equality of treatment of American exports.®® 

" B. W. Patch, “Reciprocity and International Tariff Action,” Editorial Re- 

IT o 193 *. p. 74 (C. Hull quoted) , Congressional Record 

StatTr^ J \ (Representative R. L. Doughton) 5 U. S. Department of 

No » w u Commercial policy series 

on Fait P* 5 ) U. S, JDepartment of Commerce, Memorandum 

Hull Comr’ f Commercial Policy of the United States, Cordell 

SayTiT.,r7 ‘ r"' ’■ '’IS.p. Vm,.dS,.u. 

"C/ . y ”> >936; Re<iu York March 25, 1935. 

'Washington, 1934, p. 943, 

impo^mticdr, “"Whenever ... any existing duties or other 

burdening and resf ^ u" foreign country are unduly 

« the yardstick ' States.” Ibid. This 

exercised fin arlHV ^ ^etermining when the authority granted may be 

e<iuality of treafmp ♦ r ^ niimstration might be able to effectively demand 

n rom other nations, the law provides that “the President 
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It is thus “an effort to increase the volume of world trade and to 
secure for American commerce a fair share of the total on the 
basis of equality of treatment.”®^ 

This brings us to another vital pillar of the new policy. For 
the first time in the United States, legislation is enacted which 
recognizes the basic link between exports and imports. The 
statute provides that foreign markets for American products are 
to be obtained by “regulating the admission of foreign goods 
into the United States.”®® In brief, imports are to be given greater 
freedom of entry in order to provide a substantial basis for 
expansion of foreign markets. To assure that discriminatory 
treatment shall not vitiate the program, equality of treatment is 
carefully written into the new legislation and actually forms the 
cornerstone of the new policy. 

Thus, the post-war American unconditional interpretation of 
most-favored-nation treatment appears in the 1934 reciprocal 
trade amendment to the effective tariff legislation. The philoso¬ 
phy of sections 317 and 338 of the Fordney-McCumber and 
Hawley-Smoot Tariff Acts, respectively, is carried over con¬ 
tinued into the new tariff policy.®® In addition to the penalty of 
non-generalization, the increased duties possible under section 
338 constitute a potentially powerful lever to prevent discrimina¬ 
tion against American commerce.®® 

may suspend the application [of trade agreement rates] to articles the growth, 
produce, or manufacture of any country because of its discriminatory treatment 
of American commerce. . . Of, cit.^ p. 944* See infray p. 123. 

” L. Pasvolsky, ^‘Bilateralism in International Commercial Relations,” Har¬ 


vard Business Revievjy Spring, 1936, p. 287. 

^Statutes of the United States of AmericUy Session Laws, p, 943. Section 
35o(^)* There is further statement of this in the expression “whenever . . • 
any existing duties or other import restrictions of the United States (italics the 
author’s) or any foreign country are unduly burdening,” etc. Ihtd, 

Cf. note 58 sufra. For the texts of 317 and 338, see U. S. Tariff Com¬ 
mission, Comparison of Tariff Acts of 1913, ^ 9 ^^9 ^93^} prepared for the 

use of the Committee on Ways and Means, House of Representatives, Was 
ington, 1930, pp. 207-210. Section 338 provides for additional duties not 
exceeding 50 percent of existing rates and complete exclusion where dis¬ 
crimination is maintained or increased after the presidential proclamation rais 


ing the duties has become effective. 

” There is a provision in the text of the new act which is probably redun ant. 
Section 350(a)(2) empowers the President, “To proclaim such modifications 
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It is to be noted that under the act foreign countries may be 
given cogent reasons for concluding foreign trade agreements 
with the United States. While the principle of non-discriminatory 
treatment itself might seem to preclude the application of the 
general or Hawley-Smoot rates, yet it is possible that these 
Hawley-Smoot rates might be applied to a particular country 
rather than a generalization of the rates negotiated in trade 
agreements with other countries because of “acts or policies 
which ... tend to defeat the purposes set forth in this section.”®' 
A relatively important country in American foreign trade— 
for tariff bargaining purposes—refusing to enter into reciprocal 
arrangements would appear to fall within this category. Were 
this not so the President might find “existing duties or other Im¬ 
port restrictions of... any foreign country ... unduly burdening 
and restricting the trade of the United States,” and yet not be in 
a position to consummate as fully as possible the objectives of the 
new policy.®* There is, therefore, an element here of the penalty 

type of tariff bargaining as contrasted with the concessional nature 
underlying the agreements themselves.®® 


of existing duties and other import restrictions, or such additional imfort 

n/r^nd***author’s), or such continuance, and for such minimum 
p nods, of existing customs or excise treatment of any article covered by foreign 

e agreements as are required or appropriate to carry out any foreign trade 

cL'irnTb^^^ the President has entered into hereunder.” Additional duties 

under I ^ 'o individual countries (function of 338) 

nificant extern*-‘"“"Id they be applied to any sig- 
Amer- V agreement. It appears probable in the light of 

.tS ™ - origin .0 JtLt 

Jfat Brilain raised the 

*■. 7s.h Coal L ! “Pr'Argentine. Cnngrrrrinnnl RacrJ, volume 

Session, February 25, 1937, p. iggo 

applic^tTo 7 of Tq^alTrew reductions in trade barriers and the 

^ A • 

criminatory treatmem wTr^e a non-dis- 

* This Dosition * extended to American exports, 
appearing in the Presidential i'y *he following statement usually 

« a fact that certain existinrd^"? America, have found 

States and Sweden are unddv b d^”'^ '■”‘''i«io"s of the United 

are unduly burdening and restricting the foreign trade of 
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Furthermore, there is another provision reminiscent of the 
penalty methods provided in the McKinley Act of 1890 and the 
Dingley Act of 1897.®* The President may proclaim a “con¬ 
tinuance, and for such minimum periods, of existing customs or 
excise treatment of any article covered by foreign trade agree¬ 
ments, as are required or appropriate to carry out any foreign 
trade agreement.”” This implies that in the absence of any 
agreements the foreign countries would have to run the risk of 
adverse modifications of existing tariffs or excise taxes.®® 

Another implication of the Trade Agreements Act of 1934 was 
the abandonment of the traditional American single column 
autonomous tariff. Under the provisions of the new law a 
multiple schedule tariff was to be expected. The non-generaliza¬ 
tion of tariff reductions accorded in the reciprocal trade agree¬ 
ments that might be negotiated meant the maintenance of the 
general, or Hawley-Smoot rates, against certain countries. Fur¬ 
ther, the placing of Cuba within a special category creates, in a 
sense, a limited third column of tariff duties.®^ Thus a general 
and conventional tariff system is created. 

Moreover, it may be noted that should the scope and number 
of trade pacts promulgated constitute a considerable proportion 
of American import trade, the effects might not be greatly dis¬ 
similar from a unilateral downward revision.®® This technique of 

the United States of America and that the purpose in the said Tariff Act of 
^93o> as amended by the said Act of June 12, 1934, will be promoted by a 
foreign trade agreement. . . U. S. Department of State, Agreement betwen 
the United States of America and Sweden, Executive Agreement, No. 79, 
Washington, 1935, p. 2. 

** See U, S. Tariff Commission, Recifrocity and Commercial Treaties, Wash¬ 
ington, 1919, pp. 148 and 201 respectively. 

^Statutes of the United States of America, Session Laws, of, cit. This also 
implies a promise not to impose quantitative restrictions on American imports. 

** This includes the binding of free list items. There was considerable agita¬ 
tion for the grant of authority to the President to shift items between the free 
and dutiable list. U. S. House of Representatives, Recifrocal Trade Agreements. 
Hearings before the Committee on Ways and Means, pp. 76, 78, 125, i 44 > 
156, 160, 223, 332, 4075 U. S. Senate, Recifrocal Trade A greements, Hearings 
before the Committee on Finance. The precedent set by the flexible provisions 
of the Acts of 1922 and 1930, however, was followed. 

Statutes of the United States of America, p. 944. 

** H. F, Grady, “The New Trade Policy of the United States,” Foreign 
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tariff bargaining combined with the unconditional most-favored- 
nation clause has been employed in the past by certain European 

countries to revise their own tariffs downward.®® 

It is worthy of note that the section 3 50 bears some similarity 
to the autonomous “flexible” provisions of the Fordney-McCum- 
ber and Hawley-Smoot Acts even though based upon an entirely 
different philosophy. Under section 336, for example, wide 
unilateral powers of action were conferred upon the President. 
With the powers of tariff reclassification, shifting the bases of 
valuations, and a statutory maximum of 50 percent modification 
permitted in existing ad valorem or specific duties, the ad¬ 
ministrative branch of the government has had a tremendous 
potential control over tariff making. Additional powers under 
337, to prevent unfair competitive methods in the import trade, 
and section 338, to prevent discrimination against American ex¬ 
ports, round out the scope of these powers. 

Under the Reciprocal Trade Act the President is empowered 
to attack the problem of trade barriers by bilateral action with 
plurilateral implications through the use of the unconditional 
most-favored-nation clause. Unlike the “flexible” provisions, this 
authority is contractual in nature, since the American tariff can be 
lowered only through International agreements. 

Another important aspect of the present act Is the absence of 
any requirement of Senate or Congressional approval of any 
agreement concluded under the terms of the Act. The importance 
0 this is difficult to exaggerate. If past experience Is any criterion, 

^ reciprocal trade policy could 

P y succeed were the agreements contingent upon legisla- 

ve Only three out of twenty-one attempts f a 

^S,xteen died .n the Senate, having been 

«' H. F. G,.dy, ChteUf I: T 

Agreements, p. yg. ' ‘ Representatives, Reciprocal Trade 




and 
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ta.bled. In contrast to this disastrous record, a total o£ twenty- 
three Executive tariff agreements were negotiated under the Mc¬ 
Kinley Tariff of 1890 and the Dingley Act of 1897 with all but 
one, due to failure of ratification by the foreign country, be¬ 
coming effective/^ Empirically considered, therefore, the present 
law, in providing for reciprocal executive trade agreements with¬ 
out legislative ratification, pursues a wise course indeed. 

It is apparent, therefore, that under the great authority con¬ 
ferred upon the President by the Reciprocal Trade Act, any trade 
agreements that might be negotiated could veer sharply in the 
direction of a considerably more liberal American commercial 
policy than had prevailed in the past.'^® In the final analysis the 
administration of the act would be the decisive factor on this 
point. 

™ U. S. Tariff Commission, Tariff Bargaining under Most-Favored-Nation 
Washington, 1933, pp. 11-12. 

Ibid,^ pp. 12-13. 

” When the executive powers under the flexible provisions are also consid¬ 
ered, the position of the President in the tariff-making mechanism becomes even 
more pronounced. It may be repeated here, moreover, that section 336 is still 
applicable to items not covered by any trade agreements. Hence, a 75 percent 
reduction in Hawley-Smoot rates is theoretically possible. That is, an item 
might be reduced 50 percent under 336 before it became an item in a reciprocal 
trade pactj then it might be reduced a further 50 percent under the new tariff 
amendment. Varying degrees of reduction are possible in this sense. Opponents 
sought to prevent this result, Ne<w York Times, May 27, 1934. The 50 percent 
limit in the present law is carried over from the flexible provisions that have 
been declared constitutional. 7 . IV, Hampton, Jr, and Co,, petitioner v The 
United States, 276 U.S. 394. 

It should be pointed out that the Anti-Dumping Act of 1921, the counter¬ 
vailing duties provided under Section 303 of the Act of i 93 o> Section 
(3)(c) of the now defunct NIRA were not affected by the provisions of the 
trade agreements law. 
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EXECUTIVE AGREEMENTS AS A METHOD 

OF TARIFF REVISION 

THE TRADE AGREEMENTS ORGANIZATION 

Perhaps one of the most significant aspects of the Reciprocal 
Trade Act lies in its potentially drastic modification of tariff¬ 
making procedure in the United States. The implications here 
are of the profoundest importance from the view of the develop¬ 
ment of a more rational American economic foreign policy. To 
realize this fully some attention must be devoted to the origins, 

mechanism, and procedure of the new American method of tariff 
revision. 

During recent years there has been a distinct tendency abroad 
to confer greater executive powers over customs matters. Par- 
ticiffarly is this true with reference to tariff bargaining.' The 
vicious spiral of trade restrictions with its repercussive effect upon 
international trade has created the opinion that authority to meet 
any exigency arising is a sine qua non in the situation. Channels 
of trade which ordinarily shift gradually have been subjected of 
late to violent disturbances. By 1934, with a few insignificant 
exceptions, the major commercial countries of Europe and Latin 
America had granted their executives authority to enter into 
reciprocal trade pacts with foreign countries.* 

The rapid spread abroad of a movement towards bilateralism 
might be viewed as a defensive movement against the impact of 
shrinking world trade upon the various national economies. In 

u. S. Senate Extendinir “If 

the CoSl Reciprocal Trade Agreement Act, Hearings before 

4. ^ Wore 
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1933 ^ total of 150 agreements were promulgated.® From Janu¬ 
ary I to April 26, 1934, seventy-seven bilateral pacts were put 
into effect.* These included agreements embodying tariff con¬ 
cessions and/or a grant of most-favored-nation treatment. An 
equal number were purely substantive in character and tended to 
divert trade by special arrangements such as preferential quotas 
and exchange allotments. Confronted with this tendency abroad 
toward executive action, officials in Washington advanced it as an 
argument for a similar grant of authority to the President.® Presi¬ 
dent Roosevelt in his message to Congress requesting a grant of 
executive authority declared: 


. . . other governments are to an ever-increasing extent winning 
their share of international trade by negotiated reciprocal trade agree¬ 
ments. If American agricultural and industrial interests are to retain 
their deserved place in this trade, the American Government must be 
in a position to bargain for that place with other governments by rapid 
and decisive negotiation. . . . 

If the American Government is not in a position to make fair offers 
for fair opportunities, its trade will be superseded.® 


Secretary of State Cordell Hull emphasized the importance of 
tariff bargaining powers in a later statement before the House 
Committee on Ways and Means as follows: 

Summing up this entire phase, it is manifest that unless the Execu¬ 
tive is given the authority to deal with the existing great emergency 
somewhat on a parity with that exercised by the executive departments 
of so many other governments for the purpose of negotiating and 

* U. S. Senate, Reciprocal Trade Agreements. Hearings before the Senate 
Committee on Finance, Washington, 1934, p. 120. Statement by D. C. Roper. 

* Of. cit., p. 48. Statement by F. B. Sayre. These are listed on pages 48, 49, 
with relevant details. 

" U. S. House of Representatives, Reciprocal Trade A greements, pp. 5, 26, 
84-85, 361 seq.; U. S. Senate, of. cit., pp. 7, 24, 40, 48, 118, 120-121, 130; 
A. H. Hansen, Reciprocal Trade Agree?nents and the Revival of World Trade, 
Institute of Public Affairs, University of Virginia, July 3, 19355 H. F. Grady, 
Significance of the Trade Agreements Program, Transatlantic Trade, Berlin, 
October 1934, p. 45 F. B. Sayre, America Must Act, World Affairs Pamphlet 

No. 13, World Peace Foundation, New York, 1936, p. 34. 

* Supra, p. 44, and House of Representatives, Document No. 273, 73d Con¬ 
gress, 2d Session, 1934, p. 2. The text of this message is contained infra. Ap¬ 
pendix, p. 299. 
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carrying into effect trade agreements, it will not be practicable or 
possible for the United States to pursue with any degree of success the 
proposed policy of restoring our lost international trade/ 


The Reciprocal Trade Act of 1934 provided the desired 
“parity” with executives of foreign countries. As will presently 
be shown, the new powers made possible a tremendous step for¬ 
ward in the evolutionary process of tariff making. Some attention 
may therefore appropriately be given to the organizational set-up 
through which a new commercial policy was to be put into force. 

Clearly, the proper exercise of the authority delegated to the 
President requires the establishment of an adequate, smoothly 
functioning mechanism of administration. This machinery would 
have to provide, moreover, an organizational structure which 
could focus upon each agreement all the pertinent information 
available. From these considerations arise the characteristic inter¬ 
departmental nature of the trade agreements organization.® It 
may be remarked at this point that, from a functional standpoint, 
the high degree of interdepartmental cooperation which has re¬ 
sulted is unquestionably the most striking feature of the new 
tariff-making structure. 

At the head of the entire organization is the President of the 
United States. In the final analysis not only does all authority 
now from him but the burden of responsibility for the success or 
ailure of the new American policy rests upon his shoulders. Since 
for all practical purposes he must delegate the operation of the 
program to subordinates, their selection becomes crucial to the 
success of the reciprocal trade policy. The chief subordinate aide 
to the President is the Secretary of State. While the President 
IS responsible for broad lines of policy to be followed, the Secre¬ 
tary of State is charged with the task of incorporating these in 
specifac trade agreements. Any fundamental problems of policy 
arising m this process ultimately hinge upon his decision. In pur¬ 
ee 0 IS notions, he keeps in close touch with all reciprocal 
greements during the course of negotiation. 


'The^ u Recifrocal Trade Agreements^ pp. 5-6. 

p. 308. ^ provides for interdepartmental cooperation in section 
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Under the existing organization, an Assistant Secretary of 
State has been entrusted with the task of supervising the adminis¬ 
tration of the Act. He is primarily responsible for handling ques¬ 
tions of policy that arise during the negotiation of specific agree¬ 
ments. This function is derived partly from his position of chair¬ 
man of the Executive Committee on Commerical Policy. This 
Committee, already referred to, merits some further comment.® 
As a coordinating, interdepartmental committee it represents an 
unusual development. Composed of higher officials from the 
various interested government departments, the members are 
concerned with all aspects of American foreign trade policy. 
From this view it is not an integral part of the trade agreements 
organization but considers only “special problems of major im¬ 
portance referred to it by the Trade Agreements Committee or 
the Committee for Reciprocity Information.’”® 

The functioning of this body presents an unprecedented degree 
of interdepartmental cooperation with a minimum of traditional 
departmental friction.” There is a very free interchange of in- 

^ Sufra^ p. 29. 

*** U. S. House of Representatives, Extending Recifrocal Foreign Trade 
Agreement Acty Hearings before the Committee on Ways and Means, 75th 
Congress, ist Session, Washington, 1937, p. 129. The activities of this com¬ 
mittee are purposely kept from the press, 

^ Its original membership contained the following: Department of State, 
William Phillips, Chairman fro tern; Treasury Department, W. J. Cummings; 
Department of Commerce, Assistant Secretary J. Dickinson, W. L, Thorp; De¬ 
partment of Agriculture, Assistant Secretary R. G. Tugwell; Agricultural Ad¬ 
justment Administration, W. I. Westervelt; NIRA, O. B. Ryder; U. S. Tariff 
Commission, T. W. Page, R. L. O’Brien. U. S. Department of State, Press 

Releases; Weekly Issues, No. 217, November 25, 1933? PP* 284-285. F. B, 
Sayre, Assistant Secretary of State, was later made permanent chairman ^De¬ 
cember 1933. After the Office of the Special Adviser on Foreign Trade was 
established by Executive Order No, 6651 on March 23, i 934 > given 

representation on the Committee, Executive Order No, 66^6y March 27, 1934 - 
Established under the authority of NIRA, it went out of existence upon its 

judicial invalidation. 

This latter Executive Order extended the functions of this J 

stipulated that “the Special Adviser shall cooperate with and, in the fie o 
duties defined by such Executive Order, supplement the work of the said^Execu 
tive Committee on Commercial Policy (the scope of the Special Adviser s wor 
was designated in Executive Order No, 66^iy March 23, i 934 ) infra^ p. 
%6 et seq,^. 
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formation among members of the committee. Its weekly informal 
meetings are barred to outsiders. This spirit of cooperation, upon 
which the success of the centralizing function depends, is vital to 
the effective administration of the new policy.^* It is particularly 
important for the reason that a considerable divergence of opin¬ 
ion may exist among the members of the committee.^® 

The administration of the entire trade agreements program is 
committed to the Division of Trade Agreements of the State De¬ 
partment. It is composed chiefly of economic analysts and re¬ 
search assistants. Representatives of the Department on the 
interdepartmental committees are drawn from this group. The 
Division in directly responsible to the office of the Assistant Sec¬ 
retary of State. 

Functioning as the excutive committee of the Division and 
probably the balance wheel of the entire organization is the Inter¬ 
departmental Committee on Foreign Trade Agreements. The 
Chief of the Division of Trade Agreements serves as chairman 
of the committee.^* Upon its establishment by the State Depart¬ 
ment, it was authorized “to arrange for such general economic 
studies as may be deemed necessary in connection with the 
reciprocity program, as well as studies relating to particular 


“An endeavor was made subsequently to give the Executive Committee on 
Commercial Policy a statutory basis under the Sheppard bill. U. S. Senate, 
Federal Board of Foreign Trade, Report No. 1432, 74th Congress, ist Session, 
to accompany S. 3393. This committee has been compared to the British De¬ 
partment of Overseas Trade, G. P. Auld, “Rebuilding Trade by Tariff Bar- 
gainingj” Overseas Trade, November 1936, p, 343, 

“It appears that Secretary of Agriculture, Henry A. Wallace, at one time 
committed himself as favoring substantive bilateralism which necessarily pre¬ 
cludes unconditional most-favored-nation treatment. In one of his articles he 
eclared: “But if we are going to follow a path of internationalism it seems 
that the only safe way to handle it is to conclude both loan and trade deals 
^th foreign countries on as nearly as possible a bilateral basis and not get in- 

JhiVh “nju«ng complexities of triangular and polyangular trade with 

A«t,U author’s.) “American 

al» Co volomo 79, 74* Coogresa. p 3045. 

Tim*. 1 temporary chairman of this committee. New York 

yfM in tun became permanent chairman; he 

™ « turo ,„c«.d.d by H. C. Hawkioa, a foraigo prryte offid.l, i„ Ao^a, 
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negotiations j to advise in selecting the countries for negotiations} 
and in general to coordinate the work of the governmental agen¬ 
cies concerned. Important questions of policy will be referred to 
the Executive Committee on Commercial Policy.’”® It reviews, 
moreover, all the recommendations made by the various subcom¬ 
mittees and keeps in intimate contact with all details and dis¬ 
cussions concerning trade agreements at every stage of the proc^ 
cesses of administration.’® In addition, the drafting of general 
provisions and specific concessions in the various agreements is 
supervised by this committee.” It is the section of the organiza¬ 
tion charged with the immediate responsibility for action to 
effectuate the program. Because of the composition of this com¬ 
mittee, which varies with the pact under consideration, and be¬ 
cause of the desire to avoid pressure from vested tariff interests, 
its personnel has not been divulged.’® However, the Secretary of 
State, Assistant Secretary, State Department experts on specific 
regions or countries, and the chairman of the Interdepartmental 
Committee on Foreign Trade Agreements maintain intimate 
contact with all the negotiations.’® 

A Planning Committee has been established to coordinate the 
functioning of the various parts of the trade agreements organiza¬ 
tion. It requests other government departments for certain 
necessary studies and coordinates these in such a fashion as to 
employ interdepartmental channels of information most effec¬ 
tively. Performing a managerial and coordinating task, its suc- 

” U. S. Department of States, Press Releases, Weekly Issue No. 248, June 30, 

1934, P. 459 - , 

This committee appears to have been the successor to the Interdepartmental 

Advisory Board on Reciprocity Treaties, referred to above. 

“ U. S. House of Representatives, of. cit., p. 128. 

” A later release of the State Department described this committee as "the 
nucleus of the interdepartmental trade agreements organization. It considers 
all matters of policy (in reference to each agreement), reviews each proposed 
agreement and examines in detail the concessions recommended for inclusion 
in the schedules.” Foreign Trade Agreements, Washington, 1936} P- 4 * 

“ This is likewise true of many other members of the trade agreements or¬ 
ganization. 

" See Secretary Hull’s letter to Senator Steiwer. Congressional Record, vol¬ 
ume 79, 74th Congress, 1st Session, 1935, p. 6466. 
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cessful operation is indispensable if an adequate effective sub¬ 
committee structure is to be obtained. 

Under the Committee on Foreign Trade Agreements, a vary¬ 
ing number of interdepartmental subcommittees are to be found. 
With a personnel of some 150 governmental experts, economists, 
and officers, these committees may be classified under three head¬ 
ings: Country Committees, Commodity Committees, and Special 
Committees. This subcommittee structure provides the basic data 
which ultimately finds expression in the negotiation of the re¬ 
ciprocal trade pacts.*® 

Of these three groups. It would appear that the Country Com¬ 
mittees are not only the most important but are a vital part of the 
entire mechanism. As the following statement indicates, it is re¬ 
sponsible for a vast amount of detailed investigation. 

For each country or group of countries with which it is proposed 
to enter into trade agreement negotiations, a country committee is 
established to formulate for the consideration of the Commitee on 
Trade Agreements the schedules for concessions to be requested and 
concessions which might be granted. It is the Country Committee’s 
duty to assemble and analyze all available pertinent data from both 
official and private sources, including the information and views sub¬ 
mitted by interested persons to the Committee for Reciprocity Infor¬ 
mation. The schedule of concessions to be requested is based upon the 
data and recommendations submitted to the Country Committee by 
the experts of the Department of Commerce; the schedule of con¬ 
cessions which might be granted is based upon the data and recom¬ 
mendations of the experts of the Tariff Commission. The proposals 
of these experts are carefully examined and may be rejected, modified, 
or added to as the result of further information and technical opinion 

supp le y the representatives on the Country Committee of other 
units of the Government.*^. . . 


As IS characteristic of the entire organizational structure, this 
subcommittee is necessarily interdepartmental in composition. Its 

Interdepartmental 

on Comtferri 7 ] Executive Committee 

No. 3-f S«.., Pr.. R.l..se. Weekly I.oe, 

p. 4.^’ Foreign Trade Agreements, Washington, 1936, 
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members are designated by the various interested governmental 
departments or agencies chiefly concerned with the reciprocal 
agreements under consideration. 

The remainder of the subcommittee mechanism is basic to the 
work of the Country Committees and to those responsible for the 
solution of questions involving policy. Problems concerning cer¬ 
tain important commodities or groups of commodities are con¬ 
sidered by the Commodity Committees.*^ Through the data pro¬ 
vided by the Tariff Commission and the Commodity Divisions 
of the Bureau of Foreign and Domestic Commerce of the De¬ 
partment of Commerce, the Country Committees obtain a fairly 
complete picture of the possibilities and implication of proposed 
concessions from the import and export side respectively. These 
studies constitute an important step in the preparation of tentative 
trade pacts by the Country Committees. 

In addition to these Commodity Committees, other Special 
Committees have been set up by the Interdepartmental Com¬ 
mittee on Trade Agreements. During the course of the operation 
of program particular problems have arisen requiring intensive 
investigation and study. To facilitate the solution of these prob¬ 
lems and to ensure adequate technical treatment, divers com¬ 
mittees, again of an interdepartmental nature, have been estab¬ 
lished. These subcommittees fluctuate in number, varying with 
the problems which may arise. 

A committee on quotas has been established to deal with all 
the aspects of quantitative control of foreign trade affecting the 
successful promulgation of reciprocal trade arrangements. Again 
a committee on discriminations considers the violation of the 
principle of equality of treatment of American exports abroad 
and may recommend action under the terms of the act or point 
out certain other factors which might make desirable a tolerant 
attitude.** Then a subcommittee has been instituted for the pur- 

” E.g., special commodity committees have been set up to deal with the 
iron and steel, dairy products, machinery, dried fruits and nuts. U. S. House 
of Representatives, Independent Offices Bill, 1938, Hearings before the Sub¬ 
committee of the Committee on Appropriations, 75th Congress, ist Session, 
Washington, 1937, p. 555. 

This work is done in cooperation with the Tariff Commission, which is 
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pose of examining the various aspects of exchange controls abroad 
as they impinge upon the new American policy. Experts are em¬ 
ployed to determine such questions as how these controls are 
being applied abroad in reference to American exports and the 
effects of devaluation upon trade agreements. Further, a special 
committee is assigned the duty of considering the trade relations 
of the British Empire as they affect American policy. Possibilities 
of freer trade between the United States and the Empire under 
the preferential system are explored. Another commmittee is 
charged with a study of the divers phases of American branch 
plants and factories in foreign countries as they relate to the re¬ 
vival of the American export trade. Finally, various miscellane¬ 
ous committees are instituted from time to time as problems re¬ 
quiring detailed study may arise.’** 

An essential part of the trade agreements machinery is what 
might be called the public relations committee. Established by the 
President in June 1934, it was officially designated as the Com¬ 
mittee for Reciprocity Information.”® Its chief function is to 
receive briefs, exchange correspondence, and hear oral presenta- 

charged with similar duties under section 338 of the Act of 1930. U. S. Tariff 

Commission, Twentieth Annual Re fort of the United States Tariff Commission, 
1936, Washington, 1937, p. 47, 

A transportation committee, for example, has been set up to deal with all 
its aspects pertinent to the competitive situation regarding various commodities. 
Data on domestic arid ocean freight rates and foreign rates are supplied by the 
Tariff Commission and Department -of Commerce respectively. Shipping dis¬ 
criminations are also handled by this committee. U. S. House of Representa¬ 
tives, Independent Offices Appropriation Bill, 1938, pp. 569-570. 

"Executive Order No. 6750, June 27, 1934. This is again under the Presi¬ 
dential order, an interdepartmental organization: Composed, as originally set 
up of T. W. Page of the Tariff Commission, P. Frazer of the State Depart¬ 
ment, L. A. Wheeler of the Department of Agriculture, H. Chalmers of the 
Department of Commerce, J. L. Coulters of the Office of , the Special Adviser 
to the President on Foreign Trade and H. D. Gresham, acting chief of division 
of the NRA, and heads of other Federal organizations such as may be desig¬ 
nated in the future by the Executive Committee on Commercial Policy. U S 
Departoent of State, Press Release, Weekly Issue, No. 249, July 7, 1934, p! j. 

Recently, the personnel of this committee has been reconstituted in such a fashion 

Committee on Foreign Trade Agreements 
pon It. This was to meet the charge that agreements are negotiated by “star- 
chamber methods. U. S. Department of State, Press Release, May 13, 1937. 
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tions involving criticisms, suggestions and technical information 
from individuals and organizations interested in any way in 
pending reciprocal trade agreements. Uhder the Executve Order 
responsible for its existence, it is placed under the direction and 
supervision of the Executive Committee on Commercial Policy. 
The information and data it compiles is routed chiefly to the 
Country Committees where it is utilized in preparing a prelimi¬ 
nary draft of the trade agreements. 

President Roosevelt referred to this committee as “a con¬ 
venient channel through which interested persons may brin,g 
their views to the attention of the several government agencies 
actively concerned in formulating recommendations in regard to 
proposed trade agreements.”*® It may be pointed out that in 
addition to this committee, interested parties may contact each of 
the government agencies involved in the trade agreements pro¬ 
gram.*^ 

The entire administrative structure of the new American trade 
policy is based upon an interdepartmental principle. Every com¬ 
mittee or subcommittee follows this principle in its membership 
and technical staff. An implication of the use of this type of 
organization is the possibility of tapping rich veins of information 
and talent. A striking characteristic of the entire program, the 
endeavor to act only upon the fullest possible authoritative data 
and expert advice, flows from this principle. This leads to a 
further consideration. The organizational set-up abounds in op¬ 
portunities for frictions and antagonisms. The fullest cooperation 
is, therefore, an indispensable requirement to the success of the 
reciprocal trade program. That this has been achieved to a com¬ 
mendable degree will be recognized in the ensuing discussion. 

This, in brief, is the mechanism which the Executive Com¬ 
mittee on Commercial Policy has set up to consummate the pur¬ 
pose of the Act of 1934. The accompanying chart is an attempt 

** “Letter from President Roosevelt to Senator Steiwer,” Congressional 
Record, Volume 79, 74th Congress, ist Session, 1935, p. 6465. 

” Ibid, Obviously this applies only to the older governmental organizations 
and to individuals not a part of the set-up just described. If it were otherwise, 
pressure groups would be given focal points upon which to concentrate their 
efforts. 
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THE TRADE AGREEMENTS ORGANIZATION 



to present graphically the position of the various agencies com 
posing the foreign trade agreements organization.*® 


A Subcommittee on General Surveys was appointed in 1934 to set up the 
trade agreements organization. It no longer functions, for all practical pur¬ 
poses, as an integral part of the mechanism. The functions of the Treasury 

implications, and customs 

admmis^tion and dassification. The three major agencies concerned are the 
ranff Commission, Department of Commerce and the State Department. Other 
pa ental representation is of secondary importance. U. S. House of Rep- 
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PROCEDURAL ASPECTS 

The functions and the interrelations of the several parts of 
the administrative organization can be fully comprehended only 
when the method of procedxire is analyzed. There exists no rigid 
routine prescribed for the negotiation of each reciprocal trade 
agreement. There is rather a flexible general procedure which 
may be varied somewhat in individual cases. What follows, ac¬ 
cordingly, is a description of the general functioning of the 
mechanism presented above. 

Before any agreement is seriously contemplated, consideration 
is given to the question of whether or not, on the basis of the 
existing trade relations between the country in question and the 
United States, there is reason to believe that a satisfactory trade 
agreement can be concluded. The Planning Committee plays a 
prominent role at this stage. On the basis of preliminary studies, 
it recommends, where such proves feasible, that the Committee 
on Foreign Trade Agreements place the country in question upon 
the active list. A preliminary survey of trade relations between the 
United States and the country in question provides the basis for 
such a decision. 

Should the Committee on Foreign Trade Agreements approve 
the recommendation of the Planning Committee, preliminary 
conversations are then undertaken with the representatives of the 
government involved.^® 

At these informal discussions the possibility of entering into 
reciprocal arrangements is more fully considered. A factor of 
prime importance here is the degree to which basic economic 
foreign policies of the foreign country in question permit the 
conclusion of a trade agreement in conformity with the American 

resentatives, State Department Appropriation Bill, 1936, Hearings before the 
Subcommittee of the Committee on Appropriations, 74th Congress, 1st Session, 

Washington, 1935, p. 59. 

” Generally speaking, American officials usually sound out foreign govern¬ 
ments before this stage is reached so that effort in the direction of concluding 
an agreement will not be rendered futile by their lack of interest in the nego¬ 
tiation of any agreement. The foreign government may, of course, take the 
initiative and offer to enter into a reciprocal trade agreement with the United 

States, 
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policy. If any important differences exist in this respect, recon¬ 
ciliation must be sought and achieved before negotiations can 
proceed any further. This process may, in some cases, not only 
prove to be a lengthy one but may result in a deadlock.*® 

Should these exploratory conversations carried on by officials 
of the State Department prove satisfactory, the Interdepart¬ 
mental Committee on Foreign Trade Agreements then appoints 
a Country Committee to carry on the investigation necessary for 
the formulation of each reciprocal agreement. From the stand¬ 
point of the volume and degree of research which it performs, 
the Country Committee appears to be the most important in the 
entire organization. 

The Country Committee must make an intensive, thorough 
analysis of the international trade relations between the United 
States and the country in question.*^ Obviously this requires an 
enormous amount of effort. This is made possible by a sizable 
subcommittee structure of an interdepartmental nature. A rela¬ 
tion of the most important data sought concerning proposed cus¬ 
toms modifications will reveal the amazing lengths to which the 
administrators of the present reciprocal trade policy have gone in 
their endeavor to act, as much as possible, upon factual informa¬ 
tion combined with sound reasoning. 

In general, a thorough analysis of each important commodity in 
the trade between the two countries must be considered. More 
specifically, from the import side, data is sought on the following 
points: 

I. Technical details and the recent economic history of each 
important industry which is concerned with the possible con- 


This appears to have occurred in a considerable number of cases. Press 
dispatches appearing from time to time in the Nev) York Times have announced 
preliminary conversation with divers countries such as Japan, Argentina, Aus¬ 
tralia, Great Britain, Mexico and others which apparently have made no head¬ 
way. 

Section 4 of the Reciprocal Trade Act provides in part that ‘^before con¬ 
cluding such agreement the President shall seek information and advice with 
respect thereto from the U. S. Tariff Commission and the Departments of State, 
Agriculture, and Commerce and from such other sources as he may deem appro¬ 
priate.” Statutes of the U.S,A^ Session Laws, 73d Congress, 2d Session, 1934, 
Part V, p. 945. 
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cession items. Their economic and financial background is con¬ 
sidered from the standpoint of the number employed, wages 
paid out, capital invested and profits recorded. 

2. Recent trends in the imports of each commodity in 
relation to domestic production. 

3. The trend of development and competitive position of 
domestically produced commodities with which imports, 
similar in nature, compete. 

4. Recent tariff treatment accorded by the United States. 

5. American producer interests which may be benefited or 
injured by any tariff changes within the 50 percent maximum 
permitted by law. 

6. Probable benefits of duty reductions to American con¬ 
sumers. 

7. The third countries which are likely to gain most from 
any concessions resulting from generalization under the uncon¬ 
ditional most-favored-nation policy of the United States. Thus 
a complete and full picture of the sources of imports is required 
which involves a consideration of trade relations with third 
countries. 

Underlying the entire study is a recognition of the international 
creditor position of the United States. The greater portion of the 
compilation of this information devolves upon the United States 
Tariff Commission through their representation in the inter¬ 
department reciprocal trade policy structure. With their expert 
personnel, research facilities, and past investigations they are 
admirably equipped to pursue this function,®* 

On the other side of the picture, detailed study concerning 
American exports is also undertaken by the interdepartmental 
organization. The following are some of the considerations in¬ 
volved ; 

” For further aspects of the part played by the Tariff Commission in the 
program, see U. S. Tariff Commission, Nineteenth Annual Refort of the United 
States Tariff Contfnission, 1935, Washington, 1936, pp. 2-75 appropria¬ 
tions bill hearings with reference to independent offices also contain material 
of this nature presented by S. Morgan, Secretary of the Commission, e.g., U. S. 
House of Representatives, Independent Offices Appropriation Bill, i 937 > Hear¬ 
ings before the Subcommittee of the Committee on Appropriations, 74 tli Con- 
gress, 2d Session, Washington, 1936, p. 6%<) et seq. 
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1. Tariff obstructions to American sales abroad and their 
relative importance. Is the present tariff treatnaent satisfactory? 

2. If the present tariff treatment is not satisfactory, should 
a reduction be sought? How great? If not too restrictive, 
should a “freezing” of the present rate be asked ? 

3. Non-tariff trade barriers such as import and customs 
quotas, clearing and compensation arrangements, and exchange 
controls must be dealt with. Where particularly restrictive 
of American trade, what concessions may be asked? Binding? 
Removal? Increased quota? Most-favored-nation treatment? 

4. Treaty commitments of the foreign country in reference 
to treatment of imports from other sources than the United 
States. What effect would these have upon suggested foreign 
concessions (e.g., preferential relations)? 

5. The whole question of substantive versus formal bi¬ 
lateralism is also involved here, especially when the effect on 
American trade relations of the spread of bilateral action 
abroad is considered. 

By accumulating and analyzing data on these points, American 
negotiators are enabled to determine just what concessions they 
may advantageously and properly seek from the foreign nation 
with which they are contemplating a reciprocal trade arrange¬ 
ment. Information and research on the export side is handled 
primarily by the Department of Commerce with the aid of such 
other governmental departments as may be useful.®® 

Without question, the answers to the above questions can 
only be obtained by elaborate statistical analyses, mature judg¬ 
ment, and expert knowledge and technical ability. During the 
course of this compilation of basic data, not only are all available 
governmental channels utilized but outside experts may be called 
in to contribute further relevant material. The quest for informa¬ 
tion involved in this process of promulgating a trade agreement 
is indeed a striking aspect of the reciprocal trade program. 

It can be fairly stated that concessions finally embodied in the 
agreements are not the result of any haphazard procedure. In 

o functions of the Department of Commerce, see 

C. Murchison, “The Reciprocal Trade Agreement and How It Is Working 
Out,” National Marketing Review, Winter, 1936, p. 244. 
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some cases hundreds of items are exhaustively considered before 
the selection of concession items is finally made. There is, there¬ 
fore, substantial basis to the statements of administration officials 
that the utmost care would be exercised in the use of powers con¬ 
ferred in the Act of 1934. President Roosevelt in his message to 
Congress requesting executive powers declared: 

The exercise of the authority which I propose must be carefully 
weighed in the light of the latest information so as to give assurance 
that no sound and important American interest will be injuriously 
disturbed. The adjustment of our foreign-trade relations must rest on 
the premise of undertaking to benefit and not to injure such interests. 
In a time of difficulty and unemployment such as this, the highest 
consideration of the position of the different branches of American 
production is required.®* 

Again, Secretary of State Cordell Hull, upon signing of the 
new law, stated: 

The authority under this new act of Congress will be exercised with 
the utmost care^ fairness, and intelligence. The primary object will be 
to benefit and not to injure every important American interest. 
Nothing will be done blindly or recklessly; the fullest possible in¬ 
formation will be first assembled and the needs of business studied, 
and the negotiations will be conducted step by step in the light of this 

information.®® 

As the discussion above indicates, the administration has fulfilled 
these promises to a surprising extent.®® It is true that “one of the 

” U. S. House of Representatives, Document No. 273, 73d Congress, 2d 
Session, 1934, p. 2. Also F. D. Roosevelt, Looking Forward, John Day Com¬ 
pany, New York, 1933, p. i 77 . and New York Times, June 13, 1934 (state¬ 
ment upon signing the Reciprocal Trade Act). 

” U. S. Department of State, Press Releases, Weekly issue No. 246, June 16, 

i 934 > P- 392- For other statements by Hull to the same effect, see U. S. House 

of Representatives, Recifrocal Trade Agreements, pp. 3 - 4 > iS> * 3 > * 4 * * 9 * 
Senate, Reciprocal Trade Agreements, Hearings before the Senate Committee 

on Finance, Washington, 1934, PP- i 4 , 75 - ^ew York Times, August 24, i 934 5 

Commercial and Financial Chronicle, November 23, ^ 935 > P- 33 t*> 

News, May 11, 1936. . • • . j 

“ For statements by other officials that the program would be administered 

carefully, see S. Welles, Trade Agreements Program, U. S. Department ot 

State, Commercial Policy Series No. 2, Washington, 1934 , P- 8} U. S. Depart- 
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major objectives sought in setting up this extensive administrative 
machinery, is the careful consideration of the economic and social 
consequences of each concession made upon the national economy 

of the United States.”” 

There is yet additional information which is secured and 
considered in the process of concluding a trade pact. Section 4 
of the Act of 1934 provides in part: 

Before any foreign trade agreement is concluded with any foreign 
government or instrumentality thereof under the provisions of this 
Act, reasonable public notice of the intention to negotiate an agree- 
ment with such government or instrumentality shall be given in order 
that any interested person may have an opportunity to present his views 
to the President, or to such agency as the President may designate, 
under such rules and regulations as the President may prescribe; . . . 

Under this stipulation, officials of the State Department, at the 
initiation of or during the period of basic research by the Country 
Committees, announce their intention to negotiate the particular 
reciprocal agreement under consideration. Complying with the 
requirements of the section above. President Roosevelt issued an 
Executive Order on June 27, 1934, concerning public notice of 
intention to negotiate an agreement and the presentation of views 

ment of Commerce, Memorandum on Factors Affecting Foreign Trade Policy^ 
Washington, 1935, p. 23. H, F. Grady, “The New TariflF Policy of the United 
States,” Foreign Affairs^ January 1936, p. 292; U. S. Senate, Reciprocal Trade 
Agreements, Hearings before the Senate Committee on Finance, Washington, 
1934, p. 127 (D. C. Roper) 5 C. Murchison, “The Reciprocal Trade Agree¬ 
ment and How It Is Working,” National Marketing Reviev), Winter 1936, p. 
242; F. B. Sayre, “The Trade Agreements Program,” U. S. Department of State, 
Press Releases, Weekly Issue No. 368, October 17, 1936, p. 324. 

U, S. Department of State, Trade Agreement Signed by the United States 
and Belgium, February 27, 1935, p. 14. R. L, O’Brien, chairman of the Tariff 
Commission has stated “no proposed trade agreement ever reaches anywhere 
near adoption unless the best-qualified experts of the Tariff Commission, De¬ 
partment of Commerce, Department of Agriculture, the Treasury, Department 
of State, after months of detailed study, are in substantial agreement that those 
objectives of greater employment and greater return for labor, industry, agri¬ 
culture and commerce will be attained.” Congressional Record, Volume 79, 
74th Congress, ist Session, 1935, pp. 4^11-12. 

Statutes of the U,S.A., Session Laws, 73d Congress, id Session, 1934, Part I, 
P- 945- 
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by individuals and organizations interested.®® After quoting sec¬ 
tion 4, the Order provided the following: 

1. At least 30 days public notice to be given before the con¬ 
clusion of any trade agreement. This must be given to the 
press and be published in Press Releases of the Department of 
State, the weekly Treasury Decisions and Commerce Reforts. 

2. A Committee for Reciprocity Information is established. 

3. Form, manner, place, and time limitation for the pre¬ 
sentation of such views are to be prescribed by the Committee 
which may also establish such subcommittees as it considers 
necessary. 

This Committee, upon its establishment, issued a statement on 
July 3, 1934, describing the details in accordance with the third 
point above.*® Sworn written statements are to be submitted to the 
Chairman of this Committee in sextuplet form for each product 
discussed. For supplementary oral presentation, written state¬ 
ments must have been submitted and written application made 
as a preliminary step. The application must state briefly the 
reasons for requesting oral testimony and whether it is to be 
offered with reference to trade restrictions of the United States 
or the country with respect to which the Secretary of State has 
issued public notice of intention to conclude a reciprocal trade 
pact. Oral statements must be given under oath. Finally, the 
Committee’s statement declared the time limitations for the 
presentation of these views would “be prescribed by the Com¬ 
mittee in connection with each proposed foreign trade agreement 
and would be published simultaneously with the public notice 

of intention to conclude an agreement. 

In practice, at least six or seven weeks from the date of public 

notice are allowed for preparation of data and arguments con¬ 
cerning the proposed pacts. An additional week is allotted for 
the presentation of oral views. All the material submitted and 
oral testimony submitted is analyzed by the Commodity Divi- 

Executive Order No, 6‘j^Oy June 27 , 1934- 

Committee for Reciprocity Information, Form and Manner of Presenting 
Views in Connection with Profosed Foreign Trade Agreements and Time 
Limits for Such Presentation Prescribed, Washington, July 3 , i934- 



EXECUTIVE AGREEMENTS 63 


sions of the Tariff Commission. The submitted statements and 
digests of them are given to various members of the Committee 
for their own information and for the use of the representatives 
of their departments on the Country Committee for the country 
in question and on the Interdepartmental Committee on Trade 


Agreements. 

In addition to the information received in this fashion any 
correspondence received by the various governmental organiza¬ 
tions is referred to the Committee for Reciprocity Information. 
The Committee itself carries on a steady stream of correspond¬ 
ence during all stage of the formation of a reciprocal agreement.^* 
The data from these sources are handled in the same fashion as 

the formal testimony presented above. 

Up to the end of 1936 interested parties were able to present 
their views only with respect to the trade agreement under con¬ 
sideration. Recently, however, a change has been instituted which 
permits written views to be submitted on any aspect of the 
program or any trade pact.*’* When the circumstances warrant, 
opportunity for oral presentations may be afforded, in addition. 

It may be noted that two groups of interests are involved in 
this process. On one hand there are the traditional sectional 
pressures of domestic producers striving to protect their vested 
interests from encroachment. Opposed to this group, and vocifer¬ 
ous for the first time, are the export groups seeking an alleviation 
of trade restrictions abroad and a revival of the flow of interna¬ 
tional trade. This conflict appears insoluble, for the former’s in¬ 
terests are inconsistent with the latter’s objectives.*® 


Weekly summaries and digests are also prepared and distributed. Govern¬ 
ment departments often receive voluminous correspondence subsequent to the 
hearings. 

U. S, Department of State, Press Release, Committee for Recifrocity In¬ 
formation to Receive Presentations on All Aspects of the Trade Agreements 
Program^ December 28, 1936. 

The proximity of Congressional consideration of a renewal of the authority 
provided in the Act of 1934 was probably a factor. 

Chairman O’Brien of the Tariff Commission fails to comprehend this when 
he states “the purpose of intelligent tariff-making is to reconcile these points of 
view in the general interest.” Congressional Record^ Volume 79, 74th Congress, 

1st Session, 1935, p. 4812, 
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When the process of receiving and hearing views prescribed 
under section 4 is completed, the compiled information is or¬ 
ganized and a complete set of digests prepared in summary form. 
It is submitted, together with all records of statements and cor¬ 
respondence received, to the Country Committee and the Trade 
Agreements Committee. 

To aid those interested, when public notice of intention to 
negotiate is issued, a general statistical statement of the important 
trade items between the two countries is issued. This is not a 
list of possible concession items but merely a list designated to 
indicate general trade relations. Additional information on any 
items is available through the Tariff Commission, the Division 
of Foreign Trade Statistics of the Department of Commerce or 
its District Offices and such other governmental organizations as 
are qualified to give the desired information. In spite of criticism 
of this procedure, it must be admitted that sufficient sources of 
information are provided. 

This procedure has been censured for failing to list items to 
be specifically included in the final agreement. It is difficult to 
perceive how this is to be expected. At this stage not enough of 
the enormous amount of necessary investigation has been com¬ 


pleted to warrant any prediction of the items to be included in the 
agreement. Again possible foreign concessions are not definitely 
known since the presentation of views occurs before the bargain- 
ing process has really got under way.^* Finally, to state what the 
United States will grant in the form of concessions would give 
the foreign country advance information which might handicap 

the American negotiators.^® 


** Since the President’s bill was introduced in 1934. tliere has been a demand 
for specific items upon which concessions are contemplated, e.g., U. S. House 
of Representatives, Reciprocal Trade Agreements, pp. 1-120 passim, Congres- 
siortal Record, Volume 78, 73d Congress, 2d Session, pp. 5263-64, 5364-67, 
5435 , 5438 : National Association of Manufacturers of the U.S.A. The Reciprocal 
Trade Bill — H. R. 8687, Washington, 1934, P- 3 i Monthly Bulletin of the 
American Tariff League, Supplement, September 1934, P- 4 - U- S. House of 
Representatives, House Reports, No. 804, 805, 806, 74th Congress, ist Session; 
Congressional Record, Volume 79, 74th Congress, 1st Se^ion, pp. 6459, 6965. 
“ Additional lists would considerably delay and complicate a process already 

a lengthy one. 
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The recent tentative change in procedure becomes significant 
in the light of the above discussion. Briefly, it provides for the 
issuance of a preliminary announcement that intention to negoti¬ 
ate an agreement is contemplated. At this time the list of the 
principal commodities in the trade between the two countries is 
released. Written views may be submitted to the Committee for 
Reciprocity Information about any of these items. When the 
formal announcement of the intention to conclude the agreement 
is made, this list is to be narrowed down to articles which may be 
considered as concession items.*® An additional step is added to 
the procedure in this manner. 

It would appear beyond much doubt that this change has been 
forced upon the administration by the clamors of pressure groups. 
Assistant Secretary of State F. B. Sayre has commented upon this 
change as follows: 

I think it is an improvement from the viewpoint of helping the 
American producer. However, it makes the machinery more cumber¬ 
some. It is going to slow proceedings somewhat; but I think probably 
the gain will outbalance the cost. . . . Supjwse a foreign country says, 
“We want a concession on such and such a commodity,” which is not 
covered in the list. If they do that, I suppose we will have to begin all 
over again, should they make that the price of concluding the trade 
agreement. That might mean a delay of months; I don’t know.*’ 

Officials have been definitely of the opinion, in the past, that it 
was inexpedient to adopt the new procedure.*® Bilateral tariff 

**U. S. Department of State, Press Release, January 6 , 1937; New York 
January 7, 1937. 

This new procedure has been followed in the case of Ecuador and Czecho¬ 
slovakia. E.g.y U. S. Department of State, Negotiation of Trade Agreement 
wth Czechoslovakia Contemflatedy Press Release, May 6, 1937. On August 30, 
1937 ^ formal announcement of intention to negotiate was issued. 

U. S. Senate, Extending Recifrocal Trade Agreement Act, Hearings before 
the Committee on Finance, 75th Congress, ist Session, Washington, 1937, p. 18. 

A supplementary list had to be issued in the case of Czechoslovakia. U. S. 
Department of State, Press Releasey September 9, 1937. 

Congressional Record^ Volume 79, 74th Congress, ist Session, Washington, 
* 935 > P' ^ 4^5 i U, S, House of Representatives, ^tate Defartment Afprofriation 
^ 937 f Hearings before the Subcommittee of the Committee on Appropria¬ 
tions, 74th Congress, zd Session, Washington, 1936, pp. 30-355 Indefe^ent 
Offices Appropriation Billy 1937, p. 706. 
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negotiations are inherently a time consuming approach, and the 
surrender to pressure is to be regretted/® 

This whole discussion raises the interesting question of what 
the true function of the Committee for Reciprocity Information 
really is. It would seem that it replaces the Congressional hear¬ 
ings held under the former legislative process of tariff making. 
The statutory provision for the presentation of views and its 
operation do not make public hearings mandatory. The whole 
question is entirely in the President’s hands, who may make 
section 4 meaningless in effect. Oral hearings upon proposed 
agreements are not open to all, but only upon the discretion of 
the President’s agency, the Committee for Reciprocity Informa¬ 
tion. The only legislative requirement which the President must 
observe is that public notice shall be given “in order that any 
interested person may have an opportunity to present his views 
to the President, or to such agency as the President may desig¬ 
nate, under such rules and regulations as the President may pre¬ 
scribe.” 

An organization such as the Committee for Reciprocity In¬ 
formation has two outstanding advantages} it provides a single 
convenient channel through which interested parties may offer 
their views} further, and more important, it lessens the extent of 
pressure upon individuals more directly responsible for terms of 
the agreements. 

It is interesting to observe that the administration was defi¬ 
nitely against the incorporation of any provision such as section 
4. Secretary of State Hull at the Senate hearings on the request 
of the President for executive powers argued: 

"" See statement of H. F. Grady, who is responsible in a great measure for 
the present set-up, concerning the dangers of special interests in a democracy, 
a few days after the announcement of this change. New York Times, Janu¬ 
ary 13, 1937. This change has not yet been permanently adopted but is 
being experimented with in the contemplated agreement with Ecuador. U. S. 
House of Representatives, Extending Recifrocal Foreign Trade Agreement Act, 
Hearings before the Committee on Ways and Means, 75th Congress, ist Session, 
Washington, 1937, P- i3t- The proximity of the coming congressional con¬ 
sideration of a renewal of authority to negotiate executive agreements was 

probably an important factor here. 
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Of course, nothing is more impossible than to go through the 
equivalent of a long judicial procedure, hearings here and hearings 
there and hearings over yonder, hearings finally before the President, 
then perhaps hearings again before the Commission or in the Govern¬ 
ment departments. There are trainloads of up-to-date economic ma¬ 
terial on nearly every phase of our business situation, especially the 

commercial side of it.®° 

In testifying before the House Committee on W^ays and Means, 
Assistant Secretary of State F. B. Sayre declared with reprd to a 
proposed amendment for public hearings which culminated in 

Section 4: 

I should [object], for this reason. No European country has found 
that practicable, and I would hesitate to insert that when we do not 
quite know what it would mean. ... If the people of the country 
cannot trust their own president with all the instrumentalities they 
have for bringing pressure to bear on him, for bringing to his notice 
their views on political and commercial and economic questions, then 
we might as well abdicate and close up shop.®^ 

There is no way to determine whether or not these views have 
affected the utilization of information compiled by the Commit¬ 
tee for Reciprocity Information. Statements of extensive use 
have been made but these cannot be verified.®* Aside from the 
degree of protection afforded to the administration after an 
agreement is negotiated, and the question of political expediency, 
there appears to be little reason for hearings of any sort. A 
tariff can seldom be justified economically from the standpoint 
of the national interest. Further, vested interests would oppose 
any customs liberalization, however beneficial the result might 
be from a national standpoint. Where non-economic arguments 
such as the national defense prevail, vested tariff interests are not 

Reciprocal Trade Agreements, Hearings before the Committee on Finance, 
73d Congress, 2d Session, Washington, 1934, p. 15. He definitely states his 
Opposition in answer to Senator Reed’s question. Ibid, 

Reciprocal Trade Agreements^ p. 358. 

F. B. Sayre, America Must Act, World Affairs Pamphlets No. 13, World 
Peace Foundation, New York, 1936, p. 55: U. S. Department of State, Activi¬ 
ties of Interdepartmental Committee for Reciprocity Information, statement by 
T. W. Page, chairman of this Committee, Press Release, October 27, 1936. 


68 


RECIPROCAL TRADE POLICY 


the ones to argue whether their particular industry is vital to the 
national defense. Nor can the argument of democratic control be 
advanced, for in addition to the points just enumerated, hearings, 
especially oral, favor those capable of employing high priced 
talent in Washington. What would occur is the exertion of 
pressures by favored organizations to the detriment of other 
vested interests along with the far greater body of individuals 
injured by tariffs.®® 

Along with the voluminous data and analyses referred to 
earlier, the material presented at the public hearings is, presum¬ 
ably, carefuly studied by the Country Committee. Daily meet¬ 
ings are held for about five or six weeks at which all aspects of 
the proposed agreement are thrashed out. The outcome is a 
comprehensive report to the Interdepartmental Trade Agree¬ 
ments Committee suggesting possible reciprocal concessions for 
the agreement under preparation. The committee, after review¬ 
ing and discussing the data submitted by the Country Commit¬ 
tee, draws up a list of proposed concessions and provisions to be 
included in the trade pact. They are aided by the fact that some¬ 
where during these latter stages the foreign country submits a 
list of the concessions it desires from the United States.®* The 
draft agreement is then reviewed by the Secretary or Assistant 
Secretary of State with the President, since the ultimate authority 

and responsibility rests upon him. 

Up to this time there has been no real detailed discussion 

with the foreign country. Now, with the necessary preparations 
completed and the authorization of the President secured, the 

“ The charge of secrecy in the entire process appears to fall apart under this 
analysis. Dr. T. W. Page has stated: “In the preparation of these trade agree¬ 
ments there has been less secrecy and there has been more opportunity for 
interested parties to present their views than there has been in any tariff revision 
for more than a hundred years.” Ibid. See also, L. R. Edminster, “The Dairy 
Industry and the Trade Agreements Program,” U. S. Department of State, 
Press Releases, Weekly Issue No. 369, October 24, 1936, P- 34°} House Reforts 
No. 804, 805, 806, pp. 1-25 H. Deimel, Trade Agreements m a Balanced 

Tariff Policy, U. S. Department of State, Press Release, November 5, 1936) P- • 

“ This list may be submitted early enough to permit the Country Committee 
to consider the requests made. In this case, the Committee s report wi e as , 
in part, upon this information. 
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process of actual negotiation begins. On the American side, the 
bargaining process is handled by the State Department assisted 
by the Interdeparmental Trade Agreements Committee and the 
thoroughly informed Country Committee.*® The foreign country 
may place the negotiation in the hands of its ambassador, assisted 
by his technical and economic experts or by the chairman of a 
special commission sent to Washington to conclude the reciprocal 

agreement. 

Necessarily these representatives of the two countries may 
differ considerably on certain aspects of the proposed agreement. 
The negotiations may result in many modifications and adjust¬ 
ments in the concessions offered and requested in the proposed 
provisions. During the negotiations, which may be lengthy, the 
developments are reviewed by officials vested with high authority 
in each of the two countries, thus practically assuring the requisite 
final approval and ratification. 

The agreement finally issuing from these negotiations is again 
subjected to the final review and approval of the President. It 
is then signed by the Secretary of State and the duly authorized 
representative of the foreign country. Proclamation by the Presi¬ 
dent depends upon the necessity for legislative ratification in the 
foreign country. When the political authorities in the latter have 
definitely approved the provisions of the reciprocal arrangement, 
it is proclaimed by the President and customarily goes into force 
about thirty days thereafter. 

The Presidential proclamation of the agreement with Sweden, 
issued July 8, 1935, illustrates most of the aspects of the procla¬ 
mation.®® The entire text of the Act of 1934 is quoted. Then a 
series of paragraphs declare the procedure to have conformed to 

the requirements of the statute. These may be summarized 
seriatim: 

I. The import restrictions of the United States and Sweden 

have been “unduly burdening and restricting the foreign trade 

The State Department is also primarily responsible for drafting the. general 
provisions of the agreements, 

U. S. Department of State, By The President of the United States of Amer¬ 
ica: A Proclamation^ Press Release, July 8, 1935. 
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of the United States and the purpose of the act will be aided 
by a trade agreement.®^ 

2. Due public notice has been given and the presentation 
of the views of interested persons permitted. 

3. Information has been obtained by consultation with vari¬ 
ous government agencies and departments and from other 
sources. 

4. Formal mutual approval has been declared by both gov¬ 
ernments. 

5. The “modification of existing duties and other import 
restrictions” along with binding of existing customs and excise 
treatment provided for are necessary to carry out the reciprocal 
agreement. 

6. In accordance with Section 350 (a) (2) the President will 
notify the Secretary of Treasury concerning generalization of 
duty concessions to third countries. 

The proclamation is then concluded with the signature of the 
President. 

CONCLUSION 

This, in brief, is the mechanism and method of procedure of 
the new reciprocal trade policy of the United States.®® The most 
striking feature, perhaps, of the entire set-up lies in the contrast 
it presents to certain inherent characteristics of the traditional 
process of tariff-making by Congress. 

In the early days of this country, tariffs were relatively simple 
matters. This was reflected, for example, in the Tariff Act of 
1816 which extended over only four and one-half pages.®® With 

Both these conditions must be fulfilled (italics the author’s). 

" Recently, certain changes have been made in procedure. Preliminary an¬ 
nouncement that negotiations with a certain country are contemplated is issued 
as soon as a satisfactory basis of negotiation is agreed upon. When the foreign 
government and the United States reach a tentative understanding as to the 
nature of the concessions to be incorporated into the agreement, a formal an¬ 
nouncement of intention to negotiate is issued. Xhe country committee is ap¬ 
pointed soon after the report of the Planning Committee is approved by the 

Committee on Foreign Trade Agreements. 

" E. E. Schattschneider, Politics, Pressures and the Tariff, Prentice-Hall, Inc., 
New York, 1935, p. 22. As late as the Act of 1857, the tariff provisions covered 

less than three pages. Ibid. 
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the growing complexity and scope of international trade, the 
tariff has become an extremely difficult problem to handle. Pari 
fassu tariff legislation has come to cover nearly two hundred 
pages. Thousands of items must be considered and given a rate of 

duty. Vast information and expert analysis and advice is re- 

60 

Manifestly, under the present legislative set-up, members of 
Congress are taxed beyond their capacity. They are compelled to 
give their attention to a great deal of legislation which is not only 
quite varied in its nature but requires, in many cases, an expert 
knowledge if intelligent opinion and satisfactory legislation are 
to be realized. Necessarily, this information must be obtained 
from others. The result in the past has been a reliance ’upon 
sources of information not often authoritative, and even less 
frequently impartial.®^ Moreover, legislative members are sub¬ 
ject to the exertions of powerful, organized pressure groups 
within their constituency. 

Out of this situation arises a problem of pressures which ap¬ 
pears to be inherent in a democratic form of government such as 
now exists in the United States. Incapable of giving adequate 
attention to the various aspects of tariff rates, and anxious to 
obtain the support of their constituencies, congressmen become 
the easy victims of highly organized tariff pressure groups. In¬ 
evitably, the result is a prostitution of democracy, for those 
capable of employing skilled lobbyists exert tremendous effort to 
preserve and consolidate their vested interests. Nor could the 
Tariff Commission, aside from the fact it had neither the requisite 
staff nor sufficient power, measurably alleviate the situation for 
Its investigatory capacity was most unfortunately utilized to 

For a good statement of the information and work required in tariff mak¬ 
ing, see op. at., pp. 14-28. This work clearly points out the deficiencies of 
congressional tariff procedure. 

The Hawley-Smoot Act covers 173 pages in the statute books containing 
1,814 paragraphs. When the thousands of items falling under these paragraphs 
are considered it is evident that no congressman is physically or mentally 
rapa e of deciding what the individual rates should be. U. S. Senate, Reciprocal 

Hearings before the Committee on Finance, 73d Congress, 

adSession,Washington,i934,p. 396. ^ 
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perform its functions under the so-called “flexible” provisions of 
the Acts of 1922 and 1930. 

The outcome was a process of tariff-making unsatisfactory to 
many, including the legislators themselves. Log-rolling, an out¬ 
ward manifestation of the inadequacies of the procedure, proved 
to be the counterpart of activities of the pressure groups. Sum¬ 
ming up the entire situation one can only state that the whole 
process of tariff-making by Congress offers a sad commentary on 
the degree to which a distortion of democratic methods is 
possible.®* 

It can hardly be disputed that under the new trade policy of the 
United States there are indications that much has been done 
to correct these conditions. These deficiencies in the traditional 
technique of tariff-making were an important factor in President 
Roosevelt’s advocacy of executive commercial agreements to 
modify the American tariff.®® The administrative mechanism of 
the Act of 1934 is an expression of the shortcomings of legisla¬ 
tive tariff procedure. The objectivity maintained and the volume 
of information utilized in the present procedure are unprece¬ 
dented in the history of the American tariff. 

For the first time, tariff rates and commercial policy can be 
based upon the national or general interests instead of the more 
obvious special interests. Comparative advantage can now be the 
guide of tariff policy. The omnipresent pressure groups can be 
played against each other to effectuate the new policy.®^ Im- 

” “A session in which tariff revision was taking place was always a Roman 
holiday for lobbyists and petitioners. It was a time when every producer, every 
manufacturer, no matter how poor his claim, how high his costs, how wasteful 
his methods or how small his industry, begged, cajoled or demanded the added 
tariff which he maintained was necessary to keep his shop open.” Statement 
by Chairman R. L. O’Brien, U. S. Tariff Commission, Congressional Record, 
Volume 79, 74th Congress, ist Session, 1935, p. 4812. See also F. W. Fetter, 
“Congressional Tariff Theory,” American Economic Review, September 1933. 
pp. 413-4175 U. S. Senate, Recifrocal Trade Agreements, Hearings before the 
Senate Committee on Finance, p. 396 (statement by H. Hoover on the evils of 

the traditional tariff making process quoted). 

*’F. D. Roosevelt, Looking Forward, John Day Co., New York, i 933 > P- 

188; On Our Way, John Day Co., New York, i 934 > P- 236. ^ 

** See New York Times, March 6 , 1934- Exporters for the first time combined 

with importers to block the American Tariff League’s (a very powerful pressure 
group) proposed fight against the President’s proposal. 
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porters, exporters, producers of exportable commodities, and the 
general public can be awakened to action to offset the long 
standing dominance of the American tariff by domestic producers 
attempting to maintain excessive prices. Furthermore, the efforts 
of high-priced lobbyists can be thwarted by shielding the identity 
of many of the key men in the administrative organization.®* The 
Reciprocal Trade Act of 1934, with the great possibilities before 
it in these directions, unquestionably marks a political develop¬ 
ment of the first magnitude. “Its general philosophy and the 
means of implementation have already apparently made great 
strides towards a more rational tariff-making procedure than has 
ever been true in the past.”®® 

“ H. L. Deimel, Jr., Assistant Chief of the Division of Trade Agreements, 
correctly argues that to allow access to the various experts engaged in the pro¬ 
gram maxes for preferential consideration to those able *‘to afford high-priced 
special representation in Washington.*’ Trade Agreements in a Balanced Tariff 
Policyy U. S. Department of State, Press Release, November 4, 1936, pp. 8-9. 

The reconstitution of the Committee for Reciprocity Information may be 
viewed as a partial surrender to pressure groups. While the nature of existing 
democratic processes may compel such compromises, if the program is to be 
made permanent, there is a real danger that the price paid may be too high. 

** Wallace McClure, “The Montevideo World Program,” U. S. Department 
of State, Press ReleaseSy Weekly Issue No. 274, December 29, 1934, p. 430. 
R. L. O’Brien, Chairman of the Tariff Commission, has pointedly stated: “The 
Reciprocal Tariff Act with the trade program it has made possible proposes a 
sounder method of tariff making. It substitutes the national welfare for special 
favors. It offers fair hearing to every interest but permits no single one to be 
guiding. It provides, in an atmosphere removed from the inescapable turmoil 
of the political arena, for a study by commodity experts and economists, of every 
tariff rate in whose preservation or change there is a promise of general gainP 
Congressional Recordy of, cit, (italics the author’s). 

That pressures are still proving an obstacle is evidenced by F. B. Sayre’s 
statement that the supreme obstacles to the program are political in the forms 
of lobbyists and politicians. America Must Acty of, cit,y p. 52. 
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ADMINISTRATIVE PROGRESS AND 

PROBLEMS 

THE PROGRESS OF THE RECIPROCAL TRADE PROGRAM 

It is now necessary to consider the general aspects of the exer¬ 
cise of the powers conferred upon the President. Briefly, what 
reciprocal agreements have been instituted through the mecha¬ 
nism and procedure outlined above? What factors conditioned 
progress in this respect? The importance and effects upon trade 
in general may be deferred until later.^ The accompanying table 
offers a summary view of the general progress of the program 
in its objective of reciprocal trade relations with foreign nations. 
Contained in the table are the dates marking the evolution of 
each trade agreement. These include the announcement of in¬ 
tention to negotiate, the deadline for the presentation of views 
concerning the various agreements, and finally the dates of sig¬ 
nature and entry into effect. 

Up to the present time only two out of eighteen countries 
have failed to negotiate an agreement with the United States 
after exploratory conversations had apparently proved success¬ 
ful.^ Negotiations with Spain and Italy have been suspended for 

^ Infray Chapter XII. 

* An Executive agreement was concluded with Russia in July i 935 > virtue 
of the general powers of the President under the Constitution to conduct foreign 
relations. The United States conceded Russia unconditional most-favored-nation 
treatment in respect of American import duties in exchange for a promise to 
increase purchases of American goods (no specific amount appeared in the notes 
exchanged though in the accompanying correspondence $30,000,000 was men¬ 
tioned). The Russian State Trade monopoly made this type of concession nec¬ 
essary. It was decided by officials of the State Department that Russia was 
‘‘neither discriminating against the commerce of the United States nor engaging 
in acts which would tend to defeat the purposes of the Act, but that on the 
contrary it intended to increase its purchases from this country.” R. T. Kel ey, 
Chief, Division of Eastern European Affairs, U. S, State Department, corre- 
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the status of the reciprocal trade program 


Completed 

agreements 


Announcement 
of intention 
to negotiate 


Cui 
Bn 
Bel 
Ha 

Sweden 

Colombia 

Canada 

Honduras 

Kingdom of Nether¬ 
lands (Nether¬ 
lands in Europe, 
Nether. India, Su¬ 
rinam, Curasao 
Switzerland 
Nicaragua 
Guatemala 
France and its colo¬ 
nies, dependen¬ 
cies, and protec¬ 
torates other than 
Morocco 
Finland 
Costa Rica 

El Salvador 

Uncompleted 
Ecuador®—prelimi¬ 
nary announce¬ 
ment, Jan. 6,1936 
Spain* 

Italy* 


July3ji934 

Aug. 31,1934 

Sept. 4,1934 

Aug. 31,1934 

Sept. 10,1934 
Sept. 5,1934 
Jan. 21,1935 
Sept. 7,1934 


Hearings^ 
latest date 
for written 
presentation 
of views 


July 21,1934 

Oct. 15,1934 

Oct. 22,1934 
Oct. 8,1934 
Oct. 29,1934 

Oct. 8,1934 

Mar. 11,1935 

Oct. 15,1934 


Date 

signed 


Aug. 24,1934 
Feb. 2,1935 
Feb. 27,1935 
Mar. 25,1935 
May 25,1935 

Sept. 13,1935 
Nov. 15,193 s 

Dec. 18,1935 


Dec. 12,1934 
Oct. 23,1934 
Sept. 7,1934 
Sept. 7,1934 


Jan. 28,1935 

Dec. 10,1934 

Oct. 15,1934 

Oct. 15, 1934 


Dec. 20,1935 
Jan. 9,1936 
Mar. II, 1936 
Apr. 24,1936 


Apr. 30,1935 
Dec. 19,1934 
Sept. 7,1934 


June 17,1935 
Feb. 4,1935 

Oct. 15,1934 


May 6,1936 
May 18,1936 
Nov. 28,1936 


Sept. 7,1934 Oct. 15,1934 Feb. 19,1937 


Sept. 17,1934 
Jan. 16,1935 


Nov. 5,1934 
Mar. 4,1935 


Date 

effective 


Sept. 3,1934 

Jan7l, 1936 
May 1,1935 

June3,1935 

Aug. 5,1935 
May 20,1936 
Jan. 1,1936 
Mar. 2,1936 


Feb. 1,1936 
Feb. 15,1936 
Oct. 1,1936 
June 15,1936 


June 15,1936 

Nov. 2,1936 
not yet efFec 
tivc 

not yet effec¬ 
tive 


^ An additional week is permitted for the presentation of oral views. In the 

case of Cuba, oral views were heard two days after the last day for written testi¬ 
mony. 

* Negotiations suspended. New hearings will be provided upon resumption. 

* See infra^ p. 98, note 83. 

&urce: New York TimeSy July 4,1934; U. S. Department of State, Press ReleasCy 

April 30,1935; U. S, Department of Commerce, Commerce Reports^ March 27,1937. 
p. 261. 

spondence with author March 27, 1936. For the text of the exchange of notes, 
see U, S. Department of State, Press Release^ July 13, 1935. This arrangement, 
originally of one year duration with provisions for renewal, was continued 
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the time being.® In the case of the former, first the rigid bilateral 
Spanish commercial policy, then the civil war have made a trade 
pact not only practically impossible to promulgate but of little 
worth under existing conditions.^ Italy, a country seeking eco¬ 
nomic autarchy, has been involved in numerous bilateral trade 
compacts of a narrow ’ type.® These have made economic rap¬ 
prochement with the United States difficult to attain. When 
negotiations with Italy are resumed, public announcement of in¬ 
tention to establish reciprocal relations and the opportunity to 
offer written and oral testimony will be given again.® 

The accompanying table presents an interesting summary of 
the preceding table. Preliminary conversations resulted in official 
notice of intention to negotiate with fifteen countries in 1934, 
with only three in 1935 and none during 1936. Of these the 
Committee for Reciprocity Information received oral and writ¬ 
ten testimony on thirteen in 1934 and five in 1935. By the end of 
the first six months of 1935 these two steps in the process of 
negotiation had been completed for all eighteen countries listed 
in the table referred to above. During 1934 only one pact was 
signed and became effective. Six months later four more had 
been signed, two becoming effective during that period. The last 
six months of 1935 saw four new agreements signed with only 
one entering into effect. With five agreements signed and eight 
becoming effective, the first six months of 1936 reached the peak 
in the number of reciprocal arrangements promulgated up to this 


for an additional year through correspondence. Press Release^ July ii, 193^- 

In 1937, a new agreement was concluded which provides for reciprocal full 
and unrestricted unconditional most-favored-nation treatment with respect to 
all commercial matters. Russia further agreed to increase its purchases in the 
United States, which in a supplementary note have been fixed at $40,000,000 
for the ensuing twelve months. 

* U. S. Department of Commerce, Commerce RefortSj December 19, i 93 ^> 
p. 1014. 

^ R. L. O’Brien, “A Reasonable Foreign Trade Policy,” World Affairs^ 
Septemberi936, p. 153. 

® The Italo-Ethiopian conflict originally caused the suspension of negotia¬ 
tions, U. S. Department of State, The Midwest and the Trade Agreements 
Program^ H. S. Patton, Commercial Policy Series, No, 27, Washington, 193^? 
p. 27, note 3. 

• Ibid, 
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point. Thus far in 1937 one agreement, with El Salvador, has 
been signed. In the latter half of 1936, while one agreement was 
signed (Costa Rica), the trade arrangements with Finland and 

Nicaragua became effective. 

In other words, one year and a half after the Reciprocal Trade 
Act was passed only four agreements had become operative. 
Even considering that the agreements with Canada and Brazil 
entered into force on January i, 1936, and that a total of nine 
pacts had been signed during this period, the record is subject to 

Presentation 
of written 
views 

13 

5 


18 

^ Preliminary announcement concerning an agreement with Ecuador issued on 
January 6,1937, U. S. Department of State, Pwj Release^ January 6,1937. 

some scrutiny. The urgent necessity of speedy action was one of 
the arguments used to urge enactment of the law.’ The record 
above does not appear to substantiate this position. Further, it 
IS worthy of note that no formal notice of intention to negotiate 
With other foreign countries has been given since April 1935, 
over two years ago.® The situation on the surface is an anomalous 
one. Quick action was desired to attack the critical international 
trade situation, yet the program ostensibly proceeded slowly. 

^ Sufra^ p. 31. 

The preliminary announcement with reference to Ecuador is an experi¬ 
mental innovation. 

See p. 98, note 83. 



1934 

and 6 months 


193s 

1st 6 months 
and 6 months 

1936 

1st 6 months 
and 6 months 

1937^ 

1st 6 months 


Total 


Date 

signed 


Effective 
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This situation becomes more explicable upon further examina¬ 
tion. Powerful factors have had varying significance in slowing 
up the program. The necessary acquisition of exhaustive informa¬ 
tion and expert advice described earlier in this chapter was an 
element of outstanding importance.® Further, it required time to 
set up a smoothly working organization and method of pro¬ 
cedure. The interdepartmental nature of this mechanism made 
this especially true. It may be pointed out, however, that re¬ 
ciprocal treaty negotiations had been started with Argentina, 
Brazil, Colombia, Portugal, and Sweden as early as the summer 
of I933«^‘’ During the first year of the operation of the Act, an 
agreement was eventually completed only with Sweden. Negoti¬ 
ations with Argentina and Portugal never reached even the stage 
of public announcement of intention to negotiate, while re¬ 
ciprocal arrangements with Brazil and Colombia did not become 
effective until the first half of 1936.” On the other hand, Cuba, 
Belgium, and Haiti concluded agreements with the United States 
though they were not included within the group considered in 
1933. These considerations would appear to preclude, to some 
extent, any argument that the circumstances pointed out above 
were the sole factors in the notable lack of progress during the 
first year and a half of the program.^® 

Another factor, of debatable validity, appears to have been the 
fear of some officials that any substantial tariff reduction might 
react unfavorably upon improving business conditions in the 
United States.^® A very drastic tariff revision downward, it is 


® U. S. Department of State, Press Releases, Weekly Issue, No. 269, Novem¬ 
ber 24, 1934, p. 321 (statement by Hull concerning this aspect of the problem). 

Sufra^ Chapter 11 * p. 26. 

“ The reciprocal treaty neg-otiations with Portugal at one stage during the 
latter part of 1933 had been announced as practically completed, New York 
Times. December 10, 1933. 

^ They were, however, definite factors of some importance, see statement of 
H. F. Grady, then chief of the Division of Trade Agreements in the State 
Department, during the appropriation bill hearings in 1935. U. S. Congress, 
Defartment of State Affrofriation Bill for 1936^ Hearings before the sub¬ 
committee of House Committee on Appropriations, 74th Congress, ist Session, 


Washington, 1935, p. 63. 

** The statement of W. Phillips, then 
ment. New York Times^ January 29, 


Under Secretary of the State Depart- 
1935 5 also National Foreign Trade 


Council, Weekly Releases No. //, August 9, i934) P* August 13, 1934 - 
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true, might be condemned as causing a shifting of productive 
resources into more effective fields only with serious internal 
economic repercussions. But the emphasis of administration offi¬ 
cials has been upon the exercise of care and moderation.^* 
Moreover, the upward swing of the cycle is probably the most 
opportune time for tariff revision downward, for improving 
business conditions tend to cushion the impact of tariff adjust¬ 
ment upon marginal industries.*® Finally, this position is contrary 
to the frequently repeated dictum of Mr. Hull and others that 
domestic well-being is vitally dependent upon the improvement 
of international trade.*® 

Another element in this situation was the absence of any wide¬ 
spread public opinion in favor of downward tariff revision. And 
needless to say, the clamors of tariff interests were as strong as 
ever. In fact, they strove to apply pressure to the new mechanism 
just as they had under the system of Congressional tariff- 
making.** Assistant Secretary of State F. B. Sayre, warning tha t 
tariff pressures might greatly harm the reciprocal trade program, 
has stated: 


The supreme obstacles are the political ones. Every time it is pro¬ 
posed to lower a tariff, the lobbyists and the politicians descend upon 
Washington and intense pressures are brought to bear upon those 
responsible for decisions. If political necessities should compel un¬ 
economic decisions, the people of the country as a whole must pay the 
price.*® 


A flagrant example of tariff lobbying is provided by the 
vehement agitation raised against the tariff reduction on man- 

“ Sufra, p. 6o. 

Nor could the somewhat pathological increase in American foreign trade 
during 1934 be advanced as lessening the necessity of commercial policy revi¬ 
sion. It was accompanied by an enormous influx of gold which continued into 
*^^ 5 ‘ *^his influx of some 1.7 billion dollars in 1935 was even greater than 
t at in 1934. U. S. Department of Commerce, TAe Balance of International 
ayments of the Umted States in 1935, Washington, p. 25 ibid, 1934, p. 2. 

^ ew York Times, January 29, 1935, for an editorial bringing out this 
pointj tnfra, pp. 84, 85. 

York Times, January 29, February i, February 10, 1935. 

A^Ka Must Act, World Affairs Pamphlets No. 13, World Peace Founda- 

P' 5 ^- See also statement by H. F. Grady, former chief 
tie Division of Trade Agreements in the State Department. Ne<w York 
1 January 12, 1937. 
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ganese accorded to Brazil and later generalized to Russia. Sup¬ 
plying only 8.3 percent of domestic consumption from 1923 to 
1928 in spite of the very high rate of one cent per pound, the 
domestic manganese lobby secured a further increase in duty in 
the Act of 1930 by making the former specific duty applicable to 
ores containing 10 percent or more of manganese instead of 
30 percent, the duty amounting to an ad valorem duty of no 
percent in 1933. In spite of this, domestic production declined 
further. It is estimated that this industry, employing only 354 
wage earners in 1929 and relatively a very inefficient one in this 
country, cost the consumers $98.00 for every ton of manganese 
used from 1923 to 1928.^® 

Since the protective tariff tradition in the United States has 
been very strong in the past, propaganda of this nature must be 
combatted, for the clamor it tends to produce causes officials to 
hesitate unduly in their efforts.®® Fortunately, the responsible 
authorities are engaging in an unprecedented campaign to edu¬ 
cate the public as to the urgent necessity for tariff revision down¬ 
ward.®^ 

A more cogent factor in the situation lay in the obvious condi¬ 
tion that a reciprocal pact requires the mutual voluntary com¬ 
mitments of the two contractants. It is clear that time is inevitably 
necessary to permit the foreign country to carry on its own 
analysis and study of a contemplated agreement. The agreements 
with Brazil and Colombia are illustrative of the manner in which 
considerable time may elapse before the legislative approval re¬ 
quired in many countries can be obtained.®® The former was 
signed February 2, 1935, but did not become effective until 

Total value of domestically produced ores aggreg^ated from 1923 1928 

only 324,198 tons or $7,617,800, while duties paid on imported ores of the 
same type amounted to $31,773,480. U, S. Department of State, Press Releases^ 
Weekly Issue No. 281, February 16, i935> p. 89. For details, see of. ctt.y pp. 
87-90; Cordell Hull’s statement castigating the vicious propaganda assailing the 

concession is contained here, 

** See Philadelphia Inquirery March 30, 19355 for quotation of H. A, Wallace 
on the lack of public support as an obstacle to the trade-agreements program. 

Mainly through the medium of press releases the State Department is 
turning out voluminous material on the benefits of the new program to various 
industries, states, and the nation as a whole. 

^ Infra^ appendix, p. 309. 
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January i, 1936. The corresponding dates for the Colombian 
pact were September 13, 1935, and May 20, 1936.*® 

Perhaps the most important phase of this factor is the necessity 
of reconciling the basic foreign commercial policy of the country 
with which an agreement is sought with that of the United States. 
It is extremely difficult to achieve progress in establishing re¬ 
ciprocal trade relations between a country pursuing substantive 
bilateral policy and one using formal bilateralism as the founda¬ 
tion of its commercial policy.*^ Especially is this true when the 
aim of narrow bilateralism becomes the rigid balancing of trade 
and payments between pairs of countries. More will be said of 
this whole problem in the next chapter since it is most intricately 
bound up with the question of most-favored-nation policy. This 
conflict of policies has been a serious retarding element in the 
situation to date. The United States shuns the new trade control 
weapons utilized by foreign countries j instead it pursues a broad 
bilateral policy premised upon the unconditional interpretation of 
the most-favored-nation clause. Since many foreign countries 
occupying an important place in American trade are bound by 
bilateral agreements of an exclusive sort, it becomes difficult to 
grant concessions to the United States without upsetting and 
obstructing the rigid program pursued. 

An outstanding example of result of this conflict is provided 
by Germany.” On May 24, 1935, Germany sent a note to the 
American government expressing a desire to enter into reciprocal 


It has been charged, and perhaps with some truth, that the delay in legis¬ 
lative ratification in both these cases was due to the fact that iirazil and Co¬ 
lombia had already received a tariff reduction on coffee through generalization 
of the coffee duty concession to Haiti which became effective June 3, 1935. 
ongresstonal Record, Volume 79, 74th Congress, ist Session, 1935, pp. 6698, 

3 4 - ouse Resolutions 236 and 254 introduced during that session sought to 
ascertain the reason for the tardiness in ratification. Of. cit., pp. 8604, 9254. 

n t e case of Brazil the shift from a unicameral to a bicameral legislative 
^oy was an important factor. U. S. Senate, Extending Recifrocal Trade Agree- 
» ct, earings before the Committee on Finance, 75th Congress, ist Session, 

WMhington, i937,p. 30. 

example, the statement of H. F. Grady on this point; “The New 
"am United States,” Foreign Affairs, January 1936, p. 392. 

Durin 1^ ^“^”***^**''e and Qualitative Changes in International Trade 

(Pre-publicltion^e^^^^^^^ P- 
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trade relations. In a responding message dated June 28,1935, the 
State Department declared its willingness to negotiate with any 
country “provided that its commercial policies do not in fact im¬ 
pose discriminatory or inequitable conditions upon American com¬ 
merce and do not arbitrarily divert its trade from this country to 
other countries.”*® Discrimination and diversion are the chief 
characteristics of German bilateral trade policy. 


HULL-PEEK CONTROVERSY 

The Hull-Peek controversy appears to have been a significant 
factor in the earlier failure of the program to crystallize its ob¬ 
jectives into trade agreements. Upon this struggle depended, 
moreover, the entire future of American commercial policy. In 
addition, it is of basic importance because of the fact that the two 
positions represent to a considerable degree the two blocs of com¬ 
mercial policy pitted against each other today. Some detailed con¬ 
sideration of this controversy is, therefore, quite necessary to 
analysis of the development and progress of American com¬ 
mercial policy. 

It is not an exaggeration to state that the present American 
economic foreign policy flows from the trade philosophy of 
Cordell Hull.*^ Both the spearhead of the movement towards a 
more liberal policy for the United States and a substantial part 
of its driving force, Hull must be given considerable attention in 
this discussion. 

Secretary of State Hull has long been a consistent and vigorous 
opponent of international trade restrictions. As early as 1912 in 
the House debates on the Underwood Tariff Act, then under 
discussion, he characterized Republican opposition as seeking 


” U. S. Department of State, Press Releases, Weekly Issue, No. 303, July 20, 

1935,P- 75 - ^ ^ 

"Cordell Hull was born in 1871 in Overton (Pickett) County, Tennessee. 

A member of the House from 1893 to 1897, he left to fight in the Spanish- 
Amerlcan War. From 1907 to 1931, with the exception of 1922, he was a 
member of the House of Representatives. He was elected Senator from Ten¬ 
nessee, for the term 1931-1937 but resigned to become Secretary of State of 
the United States. Needless to state he has been a life-long member of the 
Democratic Party. Who^s Who, 1935- 
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“the maintenance inviolate of the existing system of high pro¬ 
tective tariff taxation with its long train of evils. . . During 
the 1923 congressional debates, he referred to tariffs in such 
terms as “the unspeakable Fordney-McCumber high tariff,” “the 
absurd tariff remedy.’”® In the same address to the House, Hull 
delivered a vitriolic attack upon tariffs in the following terms:’ 

A protective tariff, speaking generally, is immoral and dishonest, 
because its sole purpose is to increase prices artificially in certain 
instances, thereby enabling one citizen to levy unjust tribute from 
another.... 

It is economic suicide for any important commercial country pro¬ 
ducing vast surpluses which must be exported and sold in the markets 
of the world, to maintain a system of high protective tariff taxation.®® 


In 1924, Hull proposed the adoption of a policy of “moderate 
revenue tariffs, removal of economic barriers . . . and the main¬ 
tenance of healthy trading.”®’ The McNary-Haugen bill was 
attacked in 1927 by Cordell Hull as a solution to the agricultural 
problem, on the grounds that the crux of the situation lay in the 
excessively high American tariff. He favored instead a downward 
revision of the American tariff implemented by international 
trade agreements “eliminating by mutual consent the harsher 
forms of discrimination in trade and commerce, and the develop¬ 
ment of more liberal trade relations with broader and better 
foreign markets.”®® 

A very concise and admirable statement of his attitude towards 
American commercial policy was delivered in the House in 1929. 
He argued that, “America .. . must in the future work towards 
a constructive and liberal tariff and commercial policy with uni- 
ormlty of treatment, in the light of the transformation and 
revolution in our financial, industrial, and commercial affairs 


^Congressional Record, Volume 48, Szd Congress, 2d Session, 1912, p. 7813. 

“ Record, Volume 64, 67th Congress, 2d Session, 1923, p. 4669. 

p. 4670. 

^ Congressional Record, Volume 65, 68th Congress, ist Session, 1924, p. 3947. 

7 Congress, 2d Session, 1927, p. 

no Stated here, . . 85 percent of the American people derive 

no tariff benefits but only tariff injuries.” P. 3895. 
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since 1914.’”" During the course of this exposition, Hull pro¬ 
posed tariff bargaining combined with the unconditional in¬ 
terpretation of the most-favored-nation clause.®* 

Additional light is shed upon Hull’s philosophy by the fol¬ 
lowing statement made in 1931: “It is clear that anything like a 
sound, full measure of prosperity . . . can only come through 
restoration of a healthy international trade. . . .”®® 

Finally, in an address before the National Press Club on 
February 10, 1934, dealing with the results of the Montevideo 
Conference of 1933, he reaffirmed his deep faith in foreign trade. 
He stated: “It is an axiom that international trade is the life¬ 
blood of civilization. It brings people together, makes them 
prosperous materially, and enables them to pool their combined 
civilizations.”®® 

Drawing together the above statements, the international trade 
philosophy of Cordell Hull would appear to be composed of four 
integral points. For one thing, he has been a bitter, consistent 
opponent of tariffs and especially “excessive” duties. Despite this 
position he has specifically recommended only a gradual reduc¬ 
tion of customs duties.®’ The second tenet propounded advances 
tariff bargaining as an effective method of approach to the prob- 


“ Congressional Record, Volume 70, 70th Congress, 2d Session, December 
1928, January 1929, p. 1071. This formed part of an excellent address on the 
tariff, during the course of which he stated that tariffs obstructing imports 
“arouse hatred, controversy, retaliation.” P. 1072. 

** Ibid., p. 1073. See also of. cit., p. 5163, and U. S. Congress, House Ways 
and Means Committee, Tariff Readjustment — sg2g. Refort to Accomfany 
H.R. 2667 (1930 Tariff) p. 8. This was the minority report which was pre¬ 
pared by Cordell Hull. 

** B. W. Patch, “Reciprocity and International Tariff Action,” Editorial 
Research Re fort, January 27, 1932, p. 74. This dictum has been very fre¬ 
quently declared by Hull. 

“ U. S. Department of State, Addresses and Statements by the Honorable 
Cordell Hull, in connection with this trip to South America, i 933'34 
attend the Seventh International Conference of American States, Montevideo, 

Uruguay, U. S. Government Printing Office, Washington, i 935 > P- 9 ^- 

"Congressional Record, Volume 70, pp. 1073, 5163, U. S. Congress, House 
Ways and Means Committee, Tariff Readjustment, p. 25 New York Times, 
June 2, 1931; Congressional Record, Volume 75, 72d Congress, ist Session, 

1932,p.6788. 
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lem of downward revision.®® Hull unequivocally asserts that un¬ 
conditional most-favored-nation treatment must be combined with 
tariff bargaining.®® Finally, the whole Hull doctrine is based on 
the belief that domestic prosperity is vitally dependent upon 
international trade.^® These four fundamentals have been fre¬ 
quently, vigorously, and consistently supported as the necessary 
bases of a broad liberal commercial policy. 

The converse of Hull’s position lies in the rigid bilateralism 
pursued by divers foreign countries and advocated by Peek in the 
United States. As an example of his attitude toward this type of 
commercial policy the following statement may be presented. 

What is incomprehensible is that persons in this country, with the 
greater freedom which we possess, should deliberately choose to advo¬ 
cate so disastrous a policy. The countries which have moved in the 
direction of close regimentation of foreign trade have time and again 
made it clear that the policy they are following is one of desperation, 

and that at the earliest possible moment they desire to pursue saner 
economic relations.*’ 


Opposed to Hull’s philosophy was that of George N. Peek. 
Due to his large following in the farm belt and his consistent 
interest in American agricultural problems. Peek first entered the 


* Congressional Record, Volume 68, p. 3896, Volume 70, p. ,073: Tariff 

Readjustment, p. 8} Re-su York Times, June 23, 1933. Addresses and State¬ 
ments by the Honorable Cordell Hull, pp. 8, 29. 

Congressional Record, Volume 70, pp. 1071, 1073; Tariff Readjustment, 
pp. 3 , 8. It may be pointed out that practically the entire above analysis of 
Hulls position IS based upon his statements prior to 1934. His utterances and 
writmgs thereafter coincide with the tenets enumerated above. As various parts 

to time discussed his later dicta will be brought in from time 

40 


B Volume 64, 67th Congress, 2d Session, 1923, p. 4671. 

■ W. Patch, of. at., p. 74, Congressional Record, Volume 75, p 6787. League 
of Nations, Journal of the Monetary and Economic Conference, London, June 

Statements 

Vo . Cori.// Hull, Of. cit., p. .8, Ne^ York Times, March 25 

CoLmerc'ial foreign Trade, Cordell Hull 

MayriT36 ‘ 936 , p. 2; York Times, 

Hull^'cLm^^^T^”r 0/ International Trade, Cordell 

Hull, Commercial policy series, no. ,,, Washington, 1935, p. j. 



86 


RECIPROCAL TRADE POLICY 


scene as the administrator of the Agricultural Adjustment Act 
of 1933. When a difference of opinion between Peek and H. A. 
Wallace, Secretary of Agriculture, arose, President Roosevelt 
sought to interest Peek in foreign trade. Early in December, 
Peek was placed in charge of liquor quotas under the Federal 
Alcoholic Control Administration.*** In addition, on December 
11, a White House Statement announced the creation of a “tem¬ 
porary committee to recommend permanent machinery to co¬ 
ordinate all Government relations to American foreign trade.”*® 
It was to be composed of members of the Interdepartmental Ad¬ 
visory Board on Reciprocal Treaties, the Executive Committee 
on Commercial Policy, and such others as Peek might designate. 
Peek was referred to “as special assistant to the President on 
American trade policy.”** This release concluded by stating: 
“Now the time has come to initiate the second part of the program 
and to correlate the two parts, the internal adjustment of produc¬ 
tion with such effective foreign purchasing power as may be de¬ 
veloped by reciprocal tariffs, bartery and other international ar¬ 
rangements 

Acting under this authority Peek recommended a new gov¬ 
ernment corporation to consider all phases of American foreign 
trade policy and to negotiate reciprocal trade agreements.*® Hull 
had been away from Washington since early in December on his 
trip to the Seventh Inter-American Conference at Montevideo, 
Uruguay. To give Peek an official position. President Roosevelt 
established on March 23, 1934, under the authority of the 
NIRA, the Office of Special Adviser on Foreign Trade.*'* This 
organization was intended to sufflant the “temporary commit- 

Ne<w York Times, Deoember 9, 12, 1933. He resigned from the AAA 

December lo, 1933. Ne<u> York TimeSy December 11, i 933 * 

" U. S. Department of State, Press Releases, Weekly Issue No. 221, December 

i933>P- 359- 
^ Ibid. 

" Italics the author^s. ^ . 

^New York Times, January 5, 1934- Peek had already declared himself m 

favor of a separate and distinct organization earlier. Ne^ York Times, De¬ 
cember 9, 12, 1933. He maintained this position later. Christian Science Monitor, 

October 28, 1936. 1 . > \ -tr 

Executive Order, No. 6651, March 23, 1934. (Italics the authors.; me 

text may also be found in Press Releases, W^eekly Issue No. 235? Marc 3 > 

1934, pp. 17 i-i 73) issued by the State Department, 
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tee” referred to above and of which Peek was chairman. Parts of 
this Executive Order indicate the extent of control over foreign 
trade given to Peek. 

Whereas the guidance of public policy in relation to international 
commerce has tended, in recent years, to encounter increasingly com¬ 
plex problems, which can be solved only upon the basis of the compre¬ 
hensive analysis and coordinated utilization of those of our resources 
which relate to trade with other countries; and 

Whereas this analysis and utilization require that the -powers and 
duties assigned to various executive establishments and agencies for 
the purpose of promoting, reinforcing, or protecting the foreign trade 
of the United States be coordinated and the work of such establish¬ 
ments and agencies be made as effective as possible. 

(2) (a) The Special Adviser, in order to eflFectuate the general 
purposes of this order, and to keep me informed with respect to our 
foreign trade, is authorized to obtain, review, and coordinate the 
information, statistics, and data with reference to the foreign trade of 
the United States collected or prepared by any department or other 
establishment or agency of the Federal Government ... or elsewhere. 

(b) In connection with the foreign trade activities, the Special 
Adviser is authorized to carry on negotiations with respect to specific 
trade transactions with any individual, corporation, association, group, 
or business agency interested in obtaining assistance from the Federal 
Government through (i) financing transactions, (2) barter transac¬ 
tions, or (3) other forms of Governmental participation authorized bv 
law.... ^ 

(5) (b) The formulation of commercial policies with respect to 
foreign trade and the effecting of general foreign trade agreements 
will remain in the department or other agency now charged by law 
with responsibility therefor.^® 

The influence of Peek which resulted in this Order accounts 
to a great degree for the failure of the program to achieve ma¬ 
terial results during the initial three years of operation. This is 
v«-y evident from the Executive Order establishing Peek’s new 
office. In the first place, the Special Adviser is charged with the 
task of coordinating the foreign trade activities of the various gov- 

This probably refers to the Executive Commercial Policy Committee. 
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ernmental organizations, a function which had been conferred 
upon the Executive Committee on Commercial Policy.*® Sec¬ 
ondly, Peek was authorized to gather and analyze vast informa¬ 
tion concerning American foreign trade. Thisj when the Re¬ 
ciprocal Act became effective, directly impinged upon the work 
of the trade agreements organization outlined earlier. Moreover, 
Peek’s views made it likely that the data compiled with the aid 
of the various governmental agencies would not be of the type 
or scope of that gathered by the reciprocal trade mechanism de¬ 
scribed in the preceding chapter. With a tremendous amount of 
research necessary to effectuate the Reciprocal Trade Act, this 
was a factor of some importance to the progress of the program. 
Finally, the provision making possible the barter arrangements 
referred to by Roosevelt in setting up a “temporary committee” 
in 1933 was directly antithetical to the trade philosophy of Hull 
and the entire new program. 

The President appears to have been aware or informed of the 
difficulties in the situation, for a few days after promulgating the 
first Executive Order he issued another seeking to resolve the 
situation.®® 

It declared: 

Whereas it is desired that the provisions of said Executive Order 
supra shall not interfere ixnth the continuance of the functions now 
exercised by the Executive Committee on Commercial Policy and 
that the Special Adviser shall cooperate with and, in the field of 
duties defined by the said Executive Order, supplement the work of 
the said Executive Committee on Commercial Policy ... it is hereby 
ordered that the said Executive Committee on Commercial Policy as 
established by the letter of November ii, 1933, from the President 
to the Secretary of State shall continue to exercise its present functions 
for the purpose of coordinating the commercial policy of the United 

States.®’ 

" U. S. State Department, Press Releases, Weekly Issue No. 217, November 
2 S> i 933 > P- 283. 

” Executive Order Ro. 6656, March 27, 1934- 

" Italics the author’s. For the text of this letter, see U. S. Department of 
State, Press Releases, Weekly Issue No. 217, November 25, i 933 > P- 283- 
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This Order appears to have settled the question of the inci¬ 
dence of the coordinating and centralizing functions.®^ But it 
did not dispose of the question of authority to institute barter 
arrangements, evidence of the continuing influence of Peek.®® 
This authority remained in force until the late spring of 191 
when the NIRA was invalidated by the United States Supreme 
Court.®^ 

With the impending passage of H.R. 8687, now the Reciprocal 
Trade Act of 1934, two questions arose; first, whether it was 
advisable to set up a distinct organization to handle the entire 
program; second, whether the program should be administrated 
by Hull or Peek. Apparently, wavering between the pressures 
exerted by Peek and Hull, the President was for a while un¬ 
decided upon these questions. For a time it appeared as though 
Peek had triumphed and that he would negotiate the reciprocal 
agreements as the head of a new foreign trade organization.®® 
In fact, as late as June 26, 1934, two weeks after the passage of 
the Act, it was believed by many that Peek would be chosen 
over Hull.®® However, on June 29, it was officially announced 
that Cordell Hull and the State Department would bear the 
brunt of putting the Act of 1934 into effect.®^ 

To appreciate the full significance of this struggle between 
Reek and Hull for control of the trade agreements and the 
formulation of American policy, one must consider the trade 
philosophy advocated by Peek. 

Peek’s position, like Hull’s may be outlined summarily under 

“ The Executive Committee was organized, as noted earlier, “for the purpose 
of coordinating the commercial policy of this Government, with a view to 
centralizing in the hands of one agency supervision of all Government action 
affecting our import and export trade.” Ibid. Note the similarity to the section 
of^the preamble, quoted above, establishing the Office of the Special Adviser. 

Stifra, p. 86. The Reciprocal Trade Act during this period was under 
consideration by Congress. 

“ As must be evident to the reader, this whole situation is simply a continua¬ 
tion of the lack of well-defined policy in 1933 discussed in a preceding chapter 
Stt-pra, Chapter II, 

“ v"’" 30, April 4, May 25, 1934. 

^^New York Times, ]me 27, 1^2^. 

New York June 30, 1935. 
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four principal tenets. First, he was an adherent of high tariffs 
in line with the historical American tariff policy.®® With this as 
the starting point he then advanced a program of trade bargain¬ 
ing on a strictly substantively bilateral basis with pure barter 
deals a vital part.®® Implied here was the abandonment of the 
unconditional clause in American commercial treaties. Peek 
desired a return to the pre-war traditional American position on 
most-favored-nation treatment.®" Finally, he viewed the depres¬ 
sion, strange as it may seem, as entirely a domestic problem 
resulting from the disparity between agricultural income and 
industrial income.®^ The following statement by Peek states these 
tenets in his own words: 

We should check competitive agricultural and industrial imports 
by tariffs, quotas, embargoes or otherwise and give the American 
farmer and industrial worker the full benefit of the domestic market, 
so that we can remain more nearly on a self-sustaining basis. ... We 
should abandon the unconditional most-favored-nation policy and re¬ 
gain our bargaining power. . . . We should trade selectively both as 
to imports and exports, dealing country by country, and if necessary, as 
in the case of cotton, commodity by commodity. We should inaugurate 
a simplified system of inter-nation bookkeeping so that we can know 
at all times where we stand in our commercial and financial relations 
with any given country.®® 

In contradistinction to Hull’s doctrine, very little can be 
said to support Peek’s theses. His position not only completely 

‘‘New York Times, April 6, 8, 19345 G. N. Peek, “America’s Choice,” Eco¬ 
nomic Forum, Winter, 1936, p. 2435 Why Quit Our Otxm (with S. Crowther), 
D. Van Nostrand Company, Inc., New York, 1936, p. 115 Christian Science 

Monitor, October 28, 1936. 

°® Economic Forum, Peek reiterated this position emphatically, time and 
again. See U. S. Senate, Causes of the Loss of Exfort Trade and the Means 
of Recovery, Hearings before the Committee on Agriculture and Forestry, 74th 
Congress, ist Session, 1935, pp. 184-185. 

Ibid. 

Why Quit Our Own, pp. 157-158, 341. It may be added that Peek favored, 
the use, consistently enough, of various types of non-tariff trade restrictions, 
and export price discrimination, where necessary, to “promote” exports. E.g-, 
see his statement in favor of clearing agreements. Ibid., p. 269. 

“ G. N. Peek, “Are Trade Treaties Beneficial,” Christian Science Monitor, 

October 28, 1936. 



ADMINISTRATIVE PROGRESS 


91 


ignores accepted international trade theory but presents a nar¬ 
row short-sighted view with the strong probability of dangerous 
political, economic, and social repercussions following the adop¬ 
tion of such a program. The unfortunate element in the situa¬ 
tion was the continued, though gradually waning, influence of 
Peek upon the President until well into 1935.®® With the demise 
of the NIRA, Peek officially passed out of the picture.®^ It can 
be safely posited, however, that during the period he was en¬ 
gaged by the President, he definitely hindered the progress of 
the trade agreements program.®® 

There was thus a clear conflict of opinion in administration 
circles as to the type of trade policy which should be pursued.®® 
Important in this conflict was the apparent approval by Secretary 
of Agriculture H. A. Wallace of a program of bilateral balancing 
between pairs of countries.®^ Both Peek and Wallace were mem¬ 
bers of the Executive Committee on Commercial Policy. They 
thus had ample opportunity to make their views felt.®® Had 
Peek triumphed, the American trade policy would have been 
directed toward rigid, narrow bilateralism with all its serious 


Peek was well pleased with the exclusive nature of the Cuban trade agree¬ 
ment and entertained hopes this would characterize all subsequent trade pacts 
which might be arranged. Why Quit Our 0 <wn, D. Van Nostand Company, Inc., 
1936 (with Crowther), p. 260. ’ 

“He remained active, however, and joined forces with the Republican oppo¬ 
sition publicly attacking, from time to time, the reciprocal trade program. His 

attack of the Canadian agreement is an illustration. New York Times July 3 
1936, and August 16, 1936. ’ ’ 

“ See New York Times, August 13, December 20, 1934; National Foreign 

Trade Counal, Weekly Release, No. 17, August 9, 1934; Peek was vociferous 

in making his presence felt in the interdepartmental structure set up to negotiate 

apeements. Constant bickering and the initiation of irrelevant studies indu- 
bitably retarded the new trade program. 

“Peek apparently failed to realize that the Act of 1934 provided in its text 

tor the uncMditional most-favored-nation clause which is incompatible with 
exclusive reciprocal trade relations. 

Chapter III, note 13. 

“See Must Choose, World Affairs Pamphlet No. 3, Foreign Policy 

Association, New York, World Peace Foundation, Boston, 1934, p. fg. H I 

Wa lace h e m effect recanted his earlier views, fo; h^Jls^outspotnly 

argued for he trade agreement program. Of late he appears to have become 
again critical. Nw York Times, December 16, 1936. 
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implications. The critical aspect of the situation, in summary, 
revolved, then, about the question of whether the United States 
was to adopt a liberal bilateral trade policy aimed at the correc¬ 
tion of the maladjustments permeating international economic 
life or one based upon a rigid substantively bilateral approach 
with the whole armory of trade control instruments so destruc¬ 
tive of foreign trade.®® Indeed, the threatening possibilities in¬ 
herent in the Peek-Hull controversy overshadow all else during 
the first year and a half of the operation of the new foreign trade 
program of the United States. 

NEW DEAL LEGISLATION AND THE RECIPROCAL TRADE PROGRAM 

Because of the critical economic situation facing the United 
States in 1933, certain legislation was enacted in an attempt to 
rehabilitate the internal economy.^® The influence of the world 
economy as expressed through imports was held by many to 
constitute a definite obstacle to any program undertaken. Con¬ 
sequently, one finds in the NIRA the inclusion of specific pro¬ 
visions intended to insulate it from external influences. It was 
deemed necessary to make greater restrictions upon imports 
possible at the discretion of the President. But the philosophy 
of the Reciprocal Trade Act demanded precisely the contrary. 
How were these to be reconciled? Here, then, is an additional 
factor explaining to some degree the lack of progress of the new 
program up to the end of 1935. If greater import restrictions 
were sought under the NIRA, it would become difficult to pursue 
simultaneously a policy of reducing customs barriers. 

The prime aims of the NIRA were to expand employment, to 
enlarge the returns to labor, and to prevent destructive competi¬ 
tion among business units in the United States. To the extent 
that the program was successful, it necessarily meant increased 
costs and probably higher prices. Under these circumstances it 
was feared that additional import restrictions might be necessary 
to protect domestic industry against increased competition from 

~ The next chapter will elaborate somewhat upon narrow bilateralism and 
its relation to the most-favored-nation clause. 

Supra, Chapter II, pp. 12-13, 25. 
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imports. Section 3(e) of the NIRA was designed for just this 
purpose. It declared that the President might act on his own 
initiative or on that of any interested organization or group of 
persons. It provided in part that when 

.. . any article or articles are being imported into the United States 
in substantial quantities or increasing ratio to domestic production of 
any competitive article or articles and on such terms or under such 
conditions as to render ineffective or seriously to endanger the main¬ 
tenance of any code or agreement under this title, the President may 
cause an immediate investigation to be made by the United States 
Tariff Commission, which shall give precedence to investigations 
under this subsection, and if, after such investigation and such public 
notice and hearing as he shall specify, the President shall find the 
existence of such facts, he shall, in order to effectuate the policy of 
this title, direct that the article or articles shall be permitted entry 
into the United States only upon such terms and conditions and sub ject 
to the payments of such fees and to such limitations in total quantity 
which may be imported (in the course of any specified period or 
periods) as he shall find it necessary to prescribe in order that the 
entry thereof shall not render or tend to render ineffective any code 
or agreement made under this title. In order to enforce any limita¬ 
tions imposed on total quantity of imports ... the President may forbid 
the importation of such article or articles unless the importer shall have 
first obtained from the Secretary of Treasury a license pursuant to 
such regulations as the President may subscribe.^^ 

In this Section the President was granted far-reaching powers 
over imports into the United States. He could impose import 
and customs quotas, license all importers of commodities pro¬ 
duced under code regulations in the United States, impose addi¬ 
tional import levies in the form of fees, and perhaps completely 
embargo certain imports by virtue of the clause “upon such terms 
and conditions ... [as] shall not render or fend to render ineffec¬ 
tive any code or agreement... In these provisions there was 

'^Statutes of the U.S.A., Session Laws, 73d Congress, ist Session, 1933, Wash- 
ington, 1933, pp. 196-197 (italics the author’s). 

Licensing of importers of agricultural commodities is made possible by 
Section 8 (3) of the AAA, U. S. Department of Agriculture. Agricultural 
Adjustment, Report of Administration of the Agricultural Adjustment Act, 
May i933.February 1934, Washington, 1934, pp. 363-364. 
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no distinction made between free list and dutiable items such as 
has characterized recent American tariflF legislation. Also, the 
powers conferred could be applied to imports of “any competitive 
article or articles.” This was considerably broader than Sections 
315 and 336 of the Tariffc Acts of 1922 and 1930 which re¬ 
ferred to “any like or similar foreign article” in the application of 
the “equalization of costs” formula.''® 

Such unprecendented powers to restrict imports manifestly 
conflicted in principle and, to the extent they were used, in prac¬ 
tice with the operation of the reciprocal trade policy. Nor was 
this unrecognized at the time. President Roosevelt in presenting 
his message to Congress requesting passage of reciprocal trade 
legislation declared: 

Legislation such as this is an essential step in the program of national 
economic recovery which the Congress has elaborated during the 
past year. ... In its execution, the Executive must, of course, pay due 
heed to the requirements of other branches of our recovery program, 
such as the National Industrial Recovery Act.'* 

During the hearings conducted on the Reciprocal Trade bill 
by the Committee on Ways and Means of the House and the 
Senate Finance Committee the same point was frequently 
raised.''® With the passage of the act the problem arose, therefore, 
of harmonizing, to the extent possible, the operation of these two 
statutory provisions. The representation of the NIRA in the 
interdepartmental trade agreements organization was one 
method of achieving this end. Further, the discretionary char- 

’•U. S. Tariff Commission, Comfarison of Tariff acts of 1913, 1922 and 
^ 93 °) prepared for the use of the Committee on Ways and Means, House of 

Representatives, Washington, 1930, p. 202. 

U. S. House of Representatives, Message from the President of the United 
States, Document No, 273, 73d Congress, 2d Session, p. 3. Also, New York 

Times, March 3, 1934. 

” U. S. House of Representatives, Recifrocal Trade Agreements, hearings 
before the Committee on Ways and means, 73d Congress, 2d Session, Wash¬ 
ington, 1934, pp. 37, 83, 432, 434; U. S. Senate, Recifrocal Trade Agreements, 

hearings before the Committee on Finance, 73d Congress, 2d Session, as 
ington, 1934, pp. 81, 124, 195, 199, 209, 211, 213, 217, 226, 230, 232, 233, 

265, 391, 414-415. 
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acter of the powers conferred upon the President in both cases 

lessened the possibility of conflict. 

However, it appears that the NIRA was a definite factor 
retarding the progress of the trade-agreements program. And 
this flowed from the antithetical relation to the tariff law. 
Granted that little action increasing import barriers was taken 
under section 3(e), it appears most probable that the State 
Department had to be cautious in granting concessions on in¬ 
dustrial products.'^® It would probably have been inconsistent for 
the administration on one hand to increase costs of production 
through the codification of industry, then simultaneously lower 
tariff barriers and increase the competition of foreign products 
with the marginal production in the United States.” 

In principle, section 3(e) also exercised a restrictive effect 
upon exports.” The consequent raising of costs and prices entailed 
a greater difficulty of competing in foreign markets. To the 
extent that the comparative advantage of export industries would 

Out of fifty-six formal complaints by domestic producers under section 
3 (^)) eighteen were recommended for further action, seven were dismissed, eight 
were withdrawn, and twenty-three were pending when the NIRA was invali¬ 
dated by the Schechter Decision on May 27, 1935. Of the seventeen recommended 
for further action, relief was granted to four and approved in respect to one, 
five were dismissed after analysis by the Tariff Commission and seven w'ere 
pending. Office of National Recovery Administration, Division of Review, 
Foreign Trade under the National Industrial Recovery Act^ Vol. I., Wash¬ 
ington, March 1936, pp. 9, 105 et seq. 

The section was administered by the Imports Division of the NIRA with 
the^assistance of the Tariff Commission and other governmental agencies. 

For a fairly exhaustive analysis of section 3(e), procedure, problems, and 

organization of the NIRA and its relation to foreign trade, see ibid,y Volumes 

I, II. For a brief presentation, see U. S. Tariff Commission, Eighteenth Annual 
Reforty 1934, pp. 2-5, 42 et. seq. 

The same question arose under the Black-Connery Wages and Hours Bill 
proposed in 1937. Nev) York Times, June 30, 1937, article by Arthur Krock. 

Under the NIRA policy the export trade in its codes was exempt from all 
provisions other than those affecting labor (i.e., unfair competition, conditions 

of sales, credit terms, etc.)—A. A. Berle et al. Americans Recovery Program, 
Oxford University Press, London, 1934, p. 234, 

To the extent that industries relied upon imports to carry on their produc¬ 
tion, currency depreciation raised their monetary costs and in the case of export 
industries this tended to counteract any benefits they might have reaped from 
tne decline m the foreign exchange value of the dollar. 
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have been offset by increased costs, exports were retarded and 
conceivably, other things remaining equal, might result in a flow 
of imports of these commodities. 

Actually, however, the situation was not as serious as it seemed 
at the time. Depreciation of the external value of the dollar 
appears to have offset, temporarily at least, the impact of the cost¬ 
raising techniques of the NRA upon the world economyOn 
the side of imports, depreciation caused imports to be expensive; 
while from the export view American commodities were cheaper 
in terms of world prices. To the extent that the activities of the 
NRA and devaluation neutralized each other, the rising domestic 
costs of production under the NRA did not hamper the Trade 
Agreements organization in offering concessions upon American 
tariff items. The possibility of conflict, it may be noted, was not 
resolved in so far as the internal value of the dollar might be 
expected to rise to a level of equilibrium with world prices. To 
the extent that this contingency had to be given weight, tariff 
negotiations concerning items produced under code regulation 
were necessarily circumscribed.®® 

Attention may now be termed briefly to the AAA in its rela¬ 
tion to the reciprocal trade program. Generally speaking, it does 
not appear to have been a factor of any great importance in the 
progress of the Reciprocal trade program.®^ The major problem 
was to prevent the trade agreements from nullifying the agri¬ 
cultural program and vice versa. Whether the philosophy and 
methods of the AAA are considered desirable or not is beside 
the point. What is significant is the fact that both were instituted 

”W. L. Thorp, “International Aspects of Recovery,” American Exporter, 
January, 1934, p. 36; U. S. House of Representatives, Recifrocal Trade Agree¬ 
ments, p. 66 (statement by D. C. Roper, Secretary of Commerce) ; Office of 
National Recovery Administration, of. cit.y Volume I, p. 132, 

*** Equilibrium is used here in the sense of there being* neither an overvalua¬ 
tion nor an undervaluation of a currency. 

“ H. A. Wallace has frequently declared his whole-hearted support for the 
program. E.g., H. A. Wallace, Farmers and the Exfort Market, December 
1935 (issued by Department of Agriculture), p. 7; U. S. Senate, Extending 
Reciprocal Trade Agreement Act, Hearings before the 75th Congress, ist Ses¬ 
sion, Washington, 1937, p. 159- 


ADMINISTRATIVE PROGRESS 


97 


as policies of the new administration and therefore had to be 
reconciled, A major function of the representation of agricultural 
interests in the reciprocal trade organization and procedure was 
for just this purpose. The AAA presented a barrier to progress 
only to the extent that any proposed tariff modification was con¬ 
ditioned by the necessity of safeguarding the AAA program.®^ 
There were, of course, political Implications which were involved 
in any concessions upon farm products but these did not flow 
from the AAA program. 


CONCLUSION 

There were, thus, six factors slowing the operation of the 
reciprocal trade program of the United States.)The tremendous 
amount of research necessary and the caution and care exercised 
in the administration of the Act tended to retard the process of 
negotiation considerably. Tariff pressure groups continued, as in 
the past, to exert their influence though probably with much less 
effect than previously. Progress was also impeded by the basic 
analyses which foreign countries found necessary to the conclu¬ 
sion of a trade agreement with the United States. An additional 
factor here was the indispensable reconciliation of basic foreign 
commercial policies when they differed to any important degree 
from American policy. The Peek-Hull controversy provided the 
fifth and probably one of the most important conditions hindering 
American foreign trade policy. And, finally, the so-called New 

Certain sections of the AAA and its amendments relate to foreign trade 
but are not significant to the present chapter. Section 15(e) provided for the 
levying of processing taxes on imports of commodities subject to production 
control in the United States. Section 8 provided for marketing agreements which 
combined with the funds provided by Section 12, led to a subsidization of the 
export of 28 million bushels of wheat (see J. S. Davis, Wheat and the AAA, 
Brookings Institution, Washington, 1935, Chapter IX, for details). For the text 
of these Sections see U. S. Department of Agriculture, Agricultural Adjustment, 
A report of Administration of the Agricultural Adjustment Act, May 1933- 
February 1934, Washington, 1934, pp. 363-364, 366, 367. 

An amendment. Section 32, was passed August 1935 providing for export 
su sidles. This appears to duplicate Section 12. Another amendment enacted in 
ruary 1936, Section 22, provided for import quotas, whenever necessary, to 
prevent the volume of imports from interfering with the domestic agricultural 
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Deal legislation led to statutes creating inconsistencies and con¬ 
flicts with the aims and operations of the new trade policy. 

With the exception of the legislation invalidated by the Su¬ 
preme Court and the Hull-Peek controversy, these factors have 
continued to affect American policy up to the present time. Con¬ 
siderably more progress, however, was made in 1936 than during 
the first year and a half of operation. Within the six months end- 
ing July I, 1936, eight agreements became effective, or twice as 
many as in the entire eighteen months preceding. Among these 
were the agreements with France and Canada. The last six 
months of 193^ saw two additional agreements entering into 
force, with another one being signed. On the other side of the 
ledger, negotiations have been suspended with Italy and Spain. 
In addition, as was pointed out earlier, no public announcement 
of intention to negotiate has been issued since April 1935.®® 

From this general analysis it may be concluded that the pro¬ 
gram has been meeting real obstacles. This is not to say that the 
program has been a failure, but simply to make clear that the 
problem of the readjustment of American international trade 
policy is not a simple one. To determine whether or not the 
program has made a substantial contribution to this problem 


program or lessening the amount of commodities processed in the United States. 
(See infra, p. 225, note 99. For texts— Statutes of the U,S,A,, Session Laws, 74th 
Congress, ist Session, Washington, 1935, pp. 773-75 > U, S. Tariff Commission, 
Ttwentieth Annual Re fort of the United States Tariff Commission, 1936, Wash¬ 
ington, 1937, p. 70. 

Unfortunately Section 32 is being used of late to stimulate the exports of 
minor agricultural commodities. U. S. Department of Agriculture, Agricultural 
Situation, March 1937, p. 10. Section 22 has not been used yet, but studies are 
in progress in the Department of Agriculture which may lead to its employ¬ 
ment. U. S. House of Representatives, Indefendent Offices Affrofriation Bill, 
1938, Hearings before the Subcommittee of the Committee on Appropriations, 

75th Congress, ist Session, Washington, 1937, p» 564. 

Since this was written preliminary announcement that negotiations are 
contemplated with Venezuela has been made and formal notice of intention to 
negotiate has been issued with respect to Ecuador and Czechoslovakia. U. S. 
Department of State, Press Releases, October 25, May 10, August 30, 1937 ' 
In addition, the trade agreements signed with Costa Rica and El Salvador have 

become effective. Press Release, May i, July 3, 1937* 
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necessitates an analysis of the provisions and scope of the re¬ 
ciprocal trade agreements themselves. Attention is, therefore, 
directed in the remaining chapters of this study to a functional 
dissection and analysis of the various agreements negotiated by 
the United States with foreign countries. 


VI 


THE PROBLEM OF MOST-FAVORED- 

NATION TREATMENT 


BILATERALISM AND MOST-FAVORED-NATION TREATMENT 


In recent years under the stress of the dislocations and disturb¬ 
ances characterizing international economic relations, there has 
been a widespread movement towards bilateralism in commercial 
relations.^ To lessen the crushing force of shrinking international 
trade caused by an interrelated repercussive group of factors, 
nations have resorted to bilateral trade agreements. These have 
varied markedly in nature and scope, ranging from relatively few 
fairly broad bilateral arrangements to a multitude of rigid, sub¬ 
stantive, and trade-deflating pacts.^ In the more rigid types of 
agreements, quotas and clearing agreements have played a most 
prominent part supported by compensation, barter, and payments 
arrangements. 

A frequent aim has been the bilateral balancing of trade and 
payments between pairs of countries. Where a passive trade bal¬ 
ance with any one country existed, this was seized upon as a 


* League of Nations, Review of World Trade, i 935 > Economic and 
Financial 1936. II. A. 14, p. 63. Other issues in this series discuss the same 
tendency. As the economic committee of the League posits, the tendency has been 


overwhelmingly of a substantively or rigid bilateral nature. 

For a brief analysis of some 120 European agreements, see H. Chalmers, 
European Trade Agreements and the Operation of the American Trade Agree¬ 
ments Program, Official Report of the Twenty-First National Foreign Trade 
Convention, 1934, p. 58 et seq. 

’ U. S. Department of Commerce, Current 'Trends in Foreign Tariffs and 
Commercial Policy Review of S931, Trade Information Bulletin No. 790, 
W^ashington 1932; Foreign Tariffs and Commercial Policies During sp 3 ^} 
Trade Information Bulletin No. 812, Washington, 19335 “Foreign Tariffs and 
Commercial Policies During i933)” Commerce RefortSy Feb. 24, 19345 
^‘Foreign Tariffs and Trade Controls During 1934,’* ibid.y Feb. 9, i 935 > 
^‘Foreign Tariffs and Commercial Policies During i 935 >** ihtd^y Feb. 15, i 93 ^* 
These have all been prepared by Dr. Henry Chalmers. 


100 



MOST-FAVORED-NATION TREATMENT loi 


weapon to bring about arrangements directed at a removal of 
this condition.® The economic bases of multilateral settlement of 
debits and credits in a nation’s balance of payments have been 
completely disregarded under the pressure of economic mal¬ 
adjustments. 

Nor can these rigid bilateral arrangements be said to have 
succeeded in their purpose, aside from their fundamental 
antithesis to accepted international trade theory. Through the 
intricate economic relationships of the various national economies, 
the depressing effect of diverting trade from accustomed chan¬ 
nels, based upon comparative advantage, has spread to other 
areas. In numerous cases this has forced the adoption of similar 
trade policies by other nations.* Through these repercussions the 
situation has been aggravated for all countries. Not only have 
these trade balancing aims been very difficult to attain, but in 
most cases there has been a strong tendency toward a deffation 
of imports by the nation with a passive trade balance with another 
country, rather than an increase in imports by the latter.® Since 
one nation’s imports are another’s exports, the effects soon perme¬ 
ated the entire international trade structure with disastrous inffu- 
ences upon world economic conditions.® 

The inescapable corollary of the decline in triangular trade 
implicit in the above tendencies finds expression in widespread 

League of Nations, Revievj of World Trade /pjj, II. Economic and Fi¬ 
nancial 1934. II. A. 12, p. 65. For a summary view of the whole movement 
with some of its implications, see Folke Hilgerdt, “The Approach to Bilateral¬ 
ism, a Change in the Structure of World Trade,” Index, Svenska Handelsbanken, 
August, 1935. 

Rigid bilateralism may be said to have originated in Europe, but Latin 

America of late has shown a “reaction to these trade balancing pressures” in 

the form of a similar tendency. U. S. Department of Commerce, “Foreign 

Tariffs and Commercial Policies During 1935,” Commerce Reports, Feb. 15, 
1936) reprint, p. 5. 

This is especially evident in the so-called clearing agreements negotiated 

etween pairs of countries to obviate the necessity of foreign exchange. League 

of Nations, Enquiry into Clearing Agreements, II. Economic and Financial 
* 935 * n, B. 6, pp. 12, 15. 

League of Nations, Review of World Trade 7935, II. Economic and Finan- 

Economic Survey, 1932-33, 1933. II. A. 16, p. 
loii World Economic Survey, 1935-36, 1936. II. A. 15, p. 184. 
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discrimination against certain national economies. If the prin¬ 
ciple that “the sources of a country’s imports are not necessarily 
the best market for its exports nor the source from which it draws 
its capital” is subordinated to that of endeavoring to divert trade 
in line with the trade balances and the balance of payments exist¬ 
ing with individual nations, then it is evident that the trade posi¬ 
tion of third countries is harmfully disturbed.’’ Discrimination is, 

therefore, one of the consequences of a polcy of substantive bi¬ 
lateralism. 

The problem of discrimination is not, however, a new one. In¬ 
deed, it has so long been recognized that a definite instrument 
of commercial policy in the form of the most-favored-nation 
clause has already been devised to combat it.® There are, how¬ 
ever, two interpretations of the clause—the conditional and un¬ 
conditional.® In principle, both are intended to provide for 

^League of Nations, World Economic Survey^ 1932-33) loc. cit. 

* A generic term applied to provisions in commercial treaties and agreements 
dealing with the customs treatment of imports. 

For the general types of the most-favored-nation clause and the principles 
involved, see U. S. Tariff Commission, Recifrocity and Commercial Treaties, 
Washington, 1919, pp. 389-393, 44.5-450$ for the traditional American inter¬ 
pretation, ibid,, pp. 393-413) 416-444. A fairly lengthy historical treatment 
is to be found in J. Ebner, La Clause de la Ration la Plus Favorisee en Droit 
International Public, Libraire General de Droit et de Jurisprudence, Paris 193I) 
Chaps. I-IV. See also the following: T> E. Gregory, Tariffs: A Study in 
Method; Charles Griffin and Co., Ltd., London, 1921, Chap. Xj W, S. Cul¬ 
bertson, International Commercial Policies, D, Appleton and Co., N.Y. 1925, 
Chap. IIIj League of Nations, The Most-Favored-Nation Clause, V. Legal 
1927, V. 10, Geneva 1927$ S. K. Hornbeck, “Most-Favored-Nation Clause,” 
Amer. Journal of International Lavs, 1909, pp. 619-647, 797-827$ D. Makov- 
ski. The Most-Favored-Nation Clause in Commercial Treaties, Historical Out¬ 
line, Moscow, 1917. While the author has not read this article, written in 
Russian, reliable authority stamps it as one of the best treatments of the subject 
available. 

* The following statement presents the essential difference between the two 
in principle: *‘The unconditional form of the obligation is simply a promise 
to refrain from any discrimination, and to apply to all products of the other 
country every advantage that may be granted to the like product of any other 

foreign country, ... 

“In contrast, although conditional most-favored-nation treaties also obligate 
this Government to extend to the other party every concession made to any third 
country, this obligation is qualified by the very important condition that if the 
concession to the third country was granted in exchange only for an equivalent. 
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equality of treatment} in practice they diverge diametrically in 

their effects as instruments of trade policy. 

Briefly, it may be stated that the conditional most-favored- 
nation clause has proven unsatisfactory as a basic pillar of com¬ 
mercial foreign policy. It cannot be recommended, therefore, in 
the present situation. Combined with bilateralism, empirically 
it has meant not equality of treatment but exclusive narrow 
reciprocity—i.e., substantive bilateralism.^® Its advocacy by some 
and the dissatisfaction expressed concerning the unconditional 
clause make a brief consideration of the disadvantages and in¬ 
adequacy of the conditional form feasible. 

The conditional clause, it may be noted first, thwarts its very 
purpose, for it inevitably leads to discrimination. Concessions, 
except in the unimportant cases where “freely” granted, are 
extended to third countries only for equivalent compensation. 
Even putting aside the extraordinary difficulties involved in the 
question of what constitutes equivalent customs concessions, each 
agreement negotiated involves a consideration of all concessions 
granted in previous pacts—i.e., concessions fro fraeterito —along 
with those suggested in the contemplated agreement.“ Not only 
this, but each bilateral arrangement concluded may Impinge upon 
concessions granted to other countries in agreements previously 
negotiated. These countries must then reopen the bargaining 
process to restore the status quo. In the meantime, the concession 
granted in the pact being promulgated provides an act of dis¬ 
crimination against the latter and all other third countries. There 
is, as it were, a period of unavoidable discrimination. 

But what becomes significant is that empiricism has indicated 
that the discrimination tends to remain because of the inherent 
difficulties in the administration of the clause itself and the 

it will be extended under the treaty only jor an equivalents (Italics the au¬ 
thors.) U. S. Tariff Commission, Tariff Bargaining under Most-Favored- 
Nation Treaties, Report No. 652, 2d series, Washington, 1933, p. 4. 

Henry Wheaton. Elements of International Law, Vol. I, p. 541. Stevens 
and Sons, Ltd., Sixth edition, London, 1929. 

For the difficulties involved in the question of equivalence, see S. H. 

ailey, Reciprocity and the Most-Favoured-Nation Clause,” Economica, No¬ 
vember 1933, p. 443 etseq. 
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desire of nations to make bilateral arrangements exclusive in 
character.” Under these circumstances, therefore, there is a 
lessening of multangular trade as determined by the principle of 
comparative advantage.^® 

Moreover, the differentiation of custom treatment of imports 
from various countries necessitated under the conditional clause 
complicates the technique of foreign commerce from the view of 
those engaged in foreign trade and multiplies the already burden¬ 
some administrative difficulties of customs officials. In short, an 
additional barrier to foreign trade, of much the same nature as 
those more commonly recognized, is created. 

The conditional clause leads, accordingly, to increased interna¬ 
tional trade discrimination j the necessity of endless bargaining, a 
process which inherently is a time-consuming one j a destruction of 
triangular trade, the very foundation of the objective of the most 
effective utilization of the world’s resources} and, finally, it pro¬ 
duces an additional impediment to the flow of goods among 
nations.” It is not, in view of these circumstances, an instrument 

” Professor T. E. Gregory correctly argues that a conventional tariff based 
upon the conditional interpretation of most-favored-nation treatment is, prac¬ 
tically, an impossibility. Tariffs: A Study in MethodSy Charles Griffin Co,, Ltd., 
London, 1921, p, 457. 

** The recent decline in the multangularity of world trade may be said to 
have resulted largely from substantive bilateral arrangements such as would 
occur with the conditional clause. League of Nations, Review of World Trade 
i934y 11 . Economic and Financial 1935. II. A. 8, p. 70J of, cit,y 1935? pp* 
64-65. 

The above discussion does not exhaust the arguments against the uncon¬ 
ditional form. For an extended criticism of the conditional interpretation, see 
J. Viner, “Most-Favored-Nation Clause,” Index, Svenska Handelsbanken, 
January 1931 (especially pp. 2-17). 

Further disadvantages of this interpretation will become evident when the 
advantages of the unconditional interpretation are considered. 

“The conditional most-favored-nation principle has inevitably degenerated 
into a vast and complicated system of bilateral arrangements which have made 
international commerce, in effect, commercial warfare, with countries forced 
to buy from each other which are not, in a true sense, trade building conces¬ 
sions, but rather tribute for immunity from acts of commercial aggression. 
H. F. Grady (former Chief of Division of Trade Agreements, U. S. Depart¬ 
ment of State), “The New Trade Policy of the United States,” Foreign Affairs, 
January 1936, p, 288. This article gives a brief criticism of the conditiona 

form, pp. 285 et. seq. 
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affording protection against discrimination.^® It is not surprising, 
therefore, that for all practical purposes the conditional clause 
has ceased to exist. Only forty-eight agreements or treaties out 
of 625 contain the conditional form. Out of this total thirty-one 
were negotiated before 1870 and fifteen more before 1914. 
Moreover, nearly all the countries signatory to these forty-eight 
pacts grant unconditional most-favored-nation treatment in prac¬ 
tice.^® 

There remains, as an alternative, the unconditional interpreta¬ 
tion of the most-favored-nation clause. At this point a distinction 
must be made between equality of treatment and most-favored- 
nation treatment. The former implies the absence of discrimina¬ 
tion against the exports of any foreign country. It need not rest 
upon any contractual obligation but may come simply from 
unilateral choice. Nations have been wont, however, to guarantee, 
by the assumption of a contractual obligation, equality of treat¬ 
ment to other nations. This is the function of the most-favored- 
nation clause in commercial treaties and agreements. It is possible, 
therefore, to have most-favored-nation obligations only with some 
countries yet to extend equality of treatment to all. Contrariwise, 
equality of treatment may be extended only in those cases where 
guaranteed by treaties and agreements.” 


Dr. J. Viner has stated: “The conditional form of the pledge of most- 
favored-nation treatment is, in practice ... a meaningless pledge, imposing no 
real obligation on the country granting it, and conferring no genuine protection 
on the country receiving it.” “Comments on the Improvement of Commercial 
Relations between Nations,” The Improvement of Commercial Relations be¬ 
tween Nations and. the Problem of Monetary Stabilization, Joint Committee, 
Carnegie Endowment-International Chamber of Commerce, Paris, 1936, p. 96. 

U. S. Tariff Commission, Extent of Equal Tariff Treatment in Foreign 
Countries, Washington, 1936, pp. 20-2,, 24. (Mimeographed) Empirically, 
according to the views above, the conditional clause and a policy of discrimina- 
” iniports according- to national origin are synonymous. 

ere conditional and unconditional treaties or agreements are found to- 
fln 1 ^ nation s contractual obligations, the effect is to render the condi- 

na promises unconditional, since concessions are generalized “freely” to 

A through the unconditional clause and must, accordingly, be 

ex t ? 'r conditional most-favored-nation obligations 

10,.' United States, 1899, Washington, 190,, p. 

of Intfr r Most-Favored-Nation Clause,” American Journal 

of International Law, ,909, p. 8z2i infra, p. ,.8, note 48. 
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As has been noted above, the conditional interpretation breaks 
down as a guarantee of equality of treatment. A much more 
successful instrument for this purpose is the unconditional clause 
generalizing automatically to all other countries the concessions 
granted to any third countryPerhaps the oustanding advantage 
of this interpretation lies in the fact that it is completely in line 
with the orthodox theory of comparative advantage. Equality 
of treatment means that though trade barriers exist, the world’s 
economic resources will be utilized in the most effective manner 
possible under the conditions prevailing. Discrimination, inherent 
in the operation of the conditional form and present in tariff 
bargaining systems based upon an exclusive preferential exchange 
of customs concessions, leads further away from the principle 
of comparative advantages, inevitably lowering the real income 
of the world.’® Unconditional most-favored-nation treatment and 
multangularity of trade go hand in hand. 

As a broad basis of commercial policy, unconditional most- 
favored-nation treatment affects the whole external trade of a 
country rather than the trade with particular countries. It is 
concerned not with imports from specific national sources, but 
imports in general. There is, therefore, less governmental inter¬ 
ference with the trend of a nation’s foreign trade. The govern¬ 
ment simply provides a broad and relatively unobstructive en¬ 
vironment in which commerce is able to flourish under the eco¬ 
nomic forces of the market. 

“ Certain exceptions may be consistently made. Chapter VII, infra, pp. 126, 
128. 

The unconditional clause may be combined with a single-column autonomous 
tariff, in which case generalization is not a factor since no bargaining takes 

place. 

" This thesis may be further substantiate.d, from a theoretical view, as fol¬ 
lows, First, assume the complete absence of trade barriers. Under this circum- 
stance the utilization of the world’s resources follows completely the principle 
of comparative advantage. Secondly, assume that international trade barriers 
are introduced but equality of treatment is extended to all nations. Here, 
though there is a lessening of the real income of the world, none the less 
division of labor tends to permit nations to pursue to some extent industries 
in which they are relatively most effective. Finally, discrimination through 
preferential agreements may be injected into the situation. Under thew con¬ 
ditions there is the definite possibility of a wide diversion of trade to less effective 
channels or away from the most effective utilization of the worl s resources. 
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On the other hand, it is by no means meant to be inferred that 
the operation of the clause in its unconditional form has brought 
about everything to be desired. Indeed, it has been subject to 
criticism for decades. It has been condemned on many grounds. 
But so long as nations desire equality of treatment for their 
exports, and it is hardly conceivable that any country would 
willingly assent to destructive discrimination, then reciprocation 

IS necessary/" 

While a detailed discussion of the various grounds of attack 
would constitute too great a digression from the scope of this 
chapter, some further comment may be made. A distinction must 
be made between periods when maladjustments greatly distort 
the mechanism of international trade and those in which rela¬ 
tively stable conditions prevail. As to the first, from i860 to 
1914, a period of expansion in world commerce, the clause oper¬ 
ated in a fairly satisfactory and acceptable manner. This was due 
to the existence of three fundamental conditions: 

(1) Freedom to trade in goods without quantitative limitation— 
although subject to customs duties; 

(2) Unhampered convertibility of currencies in the international 
market; 

(3) Currency stability in such a degree as to preclude sudden dis¬ 
turbances of the competitive bases and to allow at any rate 
approximate estimates of profit and loss to be made/^ 

The Economic Committee of the League of Nations, in a 
summary study of the whole question of most-favored-nation 
treatment, declared in reference to these conditions: 

So long as the world market continues to represent a progressively 
increasing quantity, or so long as it is not under the influence of 

Since the time when means of communication became so widely developed 
sufficiently as to make it possible to speak of world trade in the present sense of 
the term, no country has been \>ylling or able to admit the application to its 
exports in the country of destination of higher or more burdensome customs 
uties or other import charges than those applicable on the importation to the 
goods of other countries.” League of Nations, Economic Committee, Equality 
of Treatment in the Present State of International Commercial Relations: The 

^t-Favored~Nation Clause^ II. Economic and Financial 1936. H. B. 9, p. 5. 
p. 6. 
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quantitative restrictions hindering its development, the normal ex¬ 
pansion of a country’s exports demands no more than ability to com¬ 
pete in the market on equal terms. Each country in such circumstances 
will claim most-favored-nation treatment, and, in order to obtain it, 
will accord it to others. 

But when the world market represents a progressively contracting 
total, two changes occur. 

(1) The protection of the home market becomes a much more 
engrossing consideration than the development of exports; 

(2) In so far as exports are still essential, it is no longer sufficient 
to be assured of equality of treatment: it is necessary to secure 
as substantial a share as possible of this diminishing of trade at 
the price of special concessions. Control of the trade-balance, 
compensation and clearing agreements and the like neutralize 
the practical benefit of the most-favored-nation clause even 
if the legal right remains and although the clause continues 
to operate in regard to customs duties. 

But a disaster such as a catastrophic collapse in the volume of trade 
never comes alone. A decline in the volume of trade is inevitably 
accompanied by a sudden fall in value—i.e., in prices—by which the 
whole balance of payments is placed in jeopardy. 

This process has resulted in certain countries in devaluation and 
instability, in terms of gold, of currencies which had abandoned their 
former gold parities; in others the function of currency as an interna¬ 
tional medium of payment has been limited or entirely suppressed 
by the establishment of foreign-exchange control followed by clearing 
and compensation agreements. 

In others, again, freedom of trade was restricted by the introduc¬ 
tion of different systems of import quotas. 

These three functional disturbances of the international organism 

had no sooner come into operation in different parts of the world than 
they began to make their influence felt from one country to another, 
and eventually, by reciprocal interaction, accentuated the disorder 
originally caused by the disastrous fall of prices to such a point that 
the most-favored-nation clause was no longer able effectively to per¬ 
form its functions.. . 

“ Of. cit.y pp. 6-7. See also League of Nations, Refort to the Council on 
the Work of the Forty-First Session, Economic Committee, II. Economic and 
Financial 1934. II. B. i, p. ii et seq. 
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This excerpt is especially applicable to the economic situation 
prevailing since 1929. What has occurred, therefore, has been 
the development of a situation which threw the limitations of the 
clause into the limelight and minimized its advantages. The 
clause has been charged with injuries resulting from a collapse 
of international trade which cannot occur “without depriving the 

clause of a great part of its effectiveness.” 

Thus, the major attacks on the clause during depression emerge 
as symptoms of the strangling effects of international economic 
disturbances upon the national economies. But it is to be noted 
that while the benefits of the clause may be diminished during 
such periods, the necessity of its maintenance as a governor of 
commercial policy remains. The diversion of trade from eco¬ 
nomic channels through trade control measures cannot but pro¬ 
duce serious effects upon the countries discriminated against and 
through them permeate the entire world economy. Quoting again 
the Economic Committee: 


Finally, and more than is commonly recognized, the economic 
welfare and stability of the modern world has, until recently, been 
dependent upon the trading mechanism by which the whole body of 
international economic and financial relations was linked in one 
continuous chain of trading transactions. Not only were commodities 
exchanged, but national price levels were adjusted, and production 
and investment regulated, by a world-wide trading system with mani¬ 
fold ramifications and inter-connections. The breaking of essential 
links in the chains of transactions has been a major cause of the un¬ 
precedented fluctuations of prices, disorganization of production, 
default on financial obligations and piling up of stocks that have been 
characteristic of the recent years of depression. Attempts to form new 
trading connections and to dispose of stocks or surplus production 
have led, and are still leading, to fresh disturbances of international 
economic relations. The whole world was organized as a series of 
closely connected and interdependent markets, the smoothness of 
whose adjustment led perhaps to an underestimate of their value. The 
substitution of more rigidly planned and directed systems of inde¬ 
pendents and closely regulated, if not closed markets has not eliminated 
but exaggerated fluctuations of prices and production, and at the 
same time has destroyed a large part of the specialized international 
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cooperation by which the rapid advance of living standards has in the 
past been made possible.®* 


As a matter of principle and even when it was operating in a 
desirable manner, the unconditional most-favored-nation clause 
has been continuously subj ected to criticism on sundry grounds. A 
discussion of the European attacks, notably in France, against the 
clause would constitute too great a digression. Not only this, but 
there is available an abundance of authoritative discussion re¬ 
futing the contentions of those looking with disfavor upon the 
clause.®* Suffice it to point out that despite criticisms the uncondi¬ 
tional form has had consistently, in prosperity and depression, the 
overwhelming support of authoritative opinion.®® To reiterate, 
no nation will or can permit discriminatory treatment of its 
exports. To obtain equality of treatment it must grant it. If 
during periods of economic recession the effectiveness of the 


"League of Nations, World Economic Survey, 1935-36, II. Economic and 
Financial 1936. II. A. 15, p. 184. 

For a summary presentation of these contentions and a rebuttal, see 
L.eag'ue of Nations, E<iucility of Trcaifncnt itt the Present State of Conttnerctal 

Relations: The Most-Favored-Nation Clause 17-20. 

*** L.eag'ue of Nations, The World Economic ConferencCy Final Report, May 
1927, C. E. I. 44 (i), p. 27. International Chamber of Commerce, The Inter- 
national Chamber of Commerce and the Afflication of the Policy of the World 
Economic Conference, Brochure No. 8, Paris, 1928, p. 95 J. Viner, Most- 
Favored-Nation Clause,” Index, Svenska Handelsbanken, January 19315 League 
of Nations, Recommendations of the Economic Committee Relating to Tariff 
Policy and the Most-Favored-Nation Clause, 11 . Economic and Financial 1933- 
II. B. I, p. 75 U. S. Department of State, Treaty Information Bulletin No. 
51, December, 1933, p. 8, January, 1934, P- »9 (tbe resolutions adopted at 
the Seventh Inter-American Conference at Montevideo) 5 League of Nations, 
Reports Approved by the Conference on July 27, / 933 > Resolutions 

Adopted by the Bureau and the Executive Committee, II. Economic and 
Financial 1933. II. Spec. 4, London, 1933* P* ^ 3 > League o 
Economic Committee, Refort to the Council on the Work of the 

Session, II. Economic and Financial 1934. II. B. P* League o 
Equality of Treatment in the Present State of International Conmerctat Keia- 
tionsy The Most-Favored-Nation Clausey p. 25^ Joint Committee, Carnegie 
Endowment, International Chamber of Commerce, The Imfrovement 0 0 

mercial Relations betvseen Nations and the Problem of Monetary ta t » 

Paris, 1936, p. 4105 Pan-American Union, Inter-Amepcan 
Maintenance of Peace, Congress and Conference Series, No. 22, Wash gt , 

» 937 , P- ^ 9 - 
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clause is impaired, its alternatives do not correct the maladjust¬ 
ments but aggravate them.’*® 

MOST-FAVORED-NATION TREATMENT UNDER NON-TARIFF 

TRADE CONTROLS 

It would be impossible to grasp the full significance of Ameri¬ 
can policy without reference to non-tariff measures of trade 
control as they impinge upon the most-favored-nation clause. 
Discrimination is almost inherent in these restrictions on trade 
because of the fact that they are not only difficult to administer 
impartially but also that their popularity is due in no small 
measure to the very fact that they do permit discriminatory treat¬ 
ment.” Manifestly, the foremost question to be met is whether 
or not these restrictions fall within the scope of the clause.^® 
There appear to be two schools of thought on this point. On one 
hand, it is argued that the clause does not apply here since not 
only have the existing commercial contractual obligations not 
provided for the new barriers but equality of treatment is im¬ 
possible to attain in these respects.®® On the other side, the con- 

In a subject of such complexity and broadness, diverse questions relating 
to the clause have been omitted, e.g., exceptions, which though vital aspects 
to the clause none the less do not fall within the scope of the present chapter, 
U. S. Department of Commerce, “Foreign Tariffs and Commercial Policies 
During 1933,» Commerce Reforts, February 24, 1934, p. i (reprint) H. Chal¬ 
mers, p. i; H. Chalmers, “Depression and Foreign Trade Barriers,” Annals 
of the American Academy of Political and Social Science, July 1934, p. 91; 

League of Nations, Revievj of World Trade, /pjj, II. Economic and Finan¬ 
cial 1934. II. A. 12, p. 65. 

^ It may be noted that France, in the administration of its quota system, 
initially endeavored to apply the principle of equality of treatment but later 
declared that the clause was not applicable to quotas. U. S. Tariff Commission, 
xtent of Equal Tariff Treatment in Foreign Countries, Washington, 1936, 

P* Jt66 (mimeographed). 

This question has been the subject of considerable controversy. See state¬ 
ment y D. Serruys, League of Nations, International Conference for the Aboli- 
ttonof Import and Export Prohibitions, 1928, II. 7. Proceedings, p. 78. 

As examples of this view, see B. Nolde, La Clause de la Nation Plus 
P Preferentials, La Haie, Academie de droit International, 

Fa<t} ' ' P' Clause de la Nation la Plus 

pditions Internationale, Paris, 1930, p. 222 (Conventional 
H only considered without the scope of the clause). F. A. Haight, French 


II2 


RECIPROCAL TRADE POLICY 


trary is argued.®® Two further questions present themselves un¬ 
der this view. Is express stipulation in commercial treaties and 
agreements necessary? Again, how are the new trade-control 
measures to be administered if substantial equality of treatment 
is to be achieved ? 

Considering the first point, it may be stated that it appears 
difficult to deny the applicability of the clause under these cir¬ 
cumstances. The unconditional most-favored-nation clause, as has 
already been pointed out, is simply a legal embodiment of the 
principle of equality of treatment. Its source was the desire to 
prevent discrimination against a nation’s trade. This is the funda¬ 
mental fact to be borne in mind in any discussion of the question. 
In the past it has been applied only to tariffs and related matters 
not because all other barriers to trade were intended to be ex¬ 
cluded, but because tariffs were far and away the most important 
obstacle to international trade. It appears little short of absurd 
to argue, as some have, that the non-tariff trade barriers are with¬ 
out the scope of the clause. What can a gviarantee of equality of 
treatment, as expressed in the unconditional clause, mean if it 
is to be vitiated in a most flagrant manner through the discrimina¬ 
tory administration of quotas, exchange controls, and related im¬ 
pediments to trade? 

Nor can it be posited that the impossibility of affording full 
equality of treatment under these controls be considered an argu¬ 
ment of any telling weight against the views advanced above. 
Full economic equality of treatment is an ideal which would be 
extraordinarily difficult to achieve. It is, then, a matter of degree 
of equal treatment afforded that is involved. Under a regime of 

Imfort Quotas, P. S, King and Son, Ltd., London, 1935, p. 93 - Evidence of 
confusion reigning over the entire question may be found in the League of 
Nation study of 1933, Recommendations of the Economic Committee ReUting 
to Tariff Policy and the Most-Favored-Nation Clause, II. Economic and Finan- 

cial 1933. B. I. . .f T 1 Ai* 

” G. Haberler, Liberale und Planvnrtschaftliche HandelsfoUttk, Junker und 

Dunnhaupt, Verlag, 1934, p. 87; League of Nations, Evolution of 
Policy Since the Economic Crisis, II. Economic and Financial ^ 93 ^ Pj 

13 5 C. Rist, “The Past and Future of the Most-Favored Nation Clause, 
Improvement of Commercial Relations bet<ween Nations an t e ro 
Monetary Stabilizationy Joint Committee, Carnegie Endowment ntern 

Chamber of Commerce, Paris, 193^* P- 
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tariff barriers alone, a greater degree of equality of treatment is 
assured than is possible under non-tariff trade barriers. It is, 
moreover, chiefly because discrimination and absence of equality 
of treatment are more obvious under quotas and exchange con¬ 
trols that the whole question appears to involve different prin¬ 
ciples. A principle cannot be limited arbitrarily in the fashion 

that the negative view attempts to do. 

It follows from the above that express stipulation in com¬ 
mercial treaties or agreements cannot be said to be a condition 
precedent to the applicability of the clause.^^ The purpose and 
aim of the clause and the intent of the contractants is equality 
of treatment to the fullest extent possible.®’^ Stipulation may be 
desirable to prevent any controversies from arising, but in prin¬ 
ciple, from this view it does not seem to be a necessary condition. 

A consequence of the general argument presented above is the 
statement that there has been since 1929 a widespread violation 
of international contractual obligations of equality of treatment.^® 
Thus, arise the declarations that the clause has lost a great part 
of its efficiency.®* This, however, appears to be too strong a posi- 


The Anglo-Italian Treaty of October 31, 1925, contained a stipulation 
making quotas granted to any country by treaty or agreement subject to most- 
favored-nation obligations. N. Ito, of, cit,y p. 223. In a treaty between Great 
Britain and Rumania in 1931 quantitative restrictions were stipulated as fall¬ 
ing within the scope of the clause. Royal Institute of International Affairs, 

The Most-Favored-Nation Clause as an Instrument of International Policyy 
Chatham House, London, 1933, pp, 3-4. 

Of course, since treaties and agreements are in the nature of contracts, the 
scope of the clause may be expressly limited to the traditional customs and 
related matters, to which it has been customarily applied in the past. This, 

owever, which is hardly conceivable as a more or less permanent measure, 
presents a different question. See T. E. Gregory, of, cit,y p. 450. 

U. S. House of Representatives, Defartment of State Affrofriation Bill 
^ 955 , Hearing before the Subcommittee of House Committee on Appropria- 
10ns, 73d Congress, zd Session, Washington, 1934, pp. 17-19; U. S. Senate, 
u es of the Loss of Exfort Trade and the Means of Recoveryy Hearings be- 
ore t e ommittee on Agriculture and Forestry, 74th Congress, ist Session, 

^ 935 ) P. 48} J. M. Jones, Tariff Retaliationy University of Penn- 

offh”!^* PJ'lla^ielphia, 1934 (the whole book is essentially a discussion 

of the disrepute of the clause) ; see sufruy p. 100, note 2. 

Chamber of Commerce, Commercial Treaty Policy and Trade 

101. n ^ Committee of the American Section, Washington, 

nomic Cnnf’ Annotated Agenday Monetary and Eco- 

" II- Economic and Financial .,33. 11. Spec. p. 03, In.er- 
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tion, for in spite of the difficulties present, tariff barriers remain 
the most important barrier to trade and the functioning of the 
clause has not been interrupted in this respect.®® 

If quotas are within the scope of the clause, and they are 
according to the view presented here, how are they to be ad¬ 
ministered if the principle of equality of treatment is to be fol¬ 
lowed Three possibilities present themselves. 

1. Arithmetical method (equal quotas) 

2. Unallocated global quotas 

3. Proportional method 

Under the first, absolutely equal quotas are granted to all nations. 
This is unsatisfactory since it tends to stimulate exports from 
countries usually accounting a relatively small percentage of a 
nation’s imports; and conversely it blocks imports from countries 
favorably situated from an economic view. The second method 
of global quotas, i.e., without allocation, is unsatisfactory for 
practical and administrative reasons, though it might be viewed 
as most closely achieving equality of treatment.®® The third 
method of “proportional quotas” has been found to be the most 
practicable. Under this system a basic reference period prior to 
the initiation of quantitative controls is taken, and contingents 
are allocated to each country according to the share it supplied 
during the base period.®^ 

national Institute of Intellectual Cooperation, The State and Economic Life, 
League of Nations, Sixth International Studies Conference, London, May 29- 
June 2, 1933, Paris, 1934, p. 685 Joint Committee, Carnegie Endowmen^^ 
International Chamber of Commerce, The Improvement of Commercial Re¬ 
lations between Nations and the Problem of Monetary Stabilization, Pans, 
1936, p. 407i League of Nations, Equality of Treatment in Present State of 
International Commercial Relation: The Most-Favored-Nation Clause, II. 

Economic and Financial 1936. II. B. 7, p. 25. 

” U. S. Tariff Commission, Extent of Equal Treatment in Foreign Countries, 

Washington, 1936, p. 10 (mimeographed). l j 1, 

” What, for example, is to be done with merchandise at the bor er T^en 

the global quota has been filled? Moreover, an advantage accrues to neig 

ing countries since they can rush in their exports and gain in t is 

greater relative share of the global quota at the expense of countries w xc 

more efficient producers. * a nf 

" Haberler suggests that an ideal system of quotas may be conceivea or. 

Every quota, he argues, corresponds to a given effective tariff rate w ic 
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This basic period formula purports to give fair and equitable 
treatment to the extent possible under the operation of the new 
measures of trade control. Of course, it is evident that difficulties 
present themselves in practice. The choice of a suitable base 
period is difficult itself and “in view of the rapidity with which, 
at the present time, changes take place in production and sales 
conditions in the various countries, it is impossible to discover, 
among the statistics of the past, a basis which satisfies equally the 
present needs of all countries.’”® Moreover, quotas themselves 
are an instrument associated with shrinking trade, and tend to 
“freeze” or make static the international trade position of the 
various countries. But these do not lessen the need for most- 
favored-nation treatment in their application. In spite of the 
difficulties present, the clause must be considered applicable in 
principle to these restrictions and in practice the latter must be 
employed, to as great an extent as possible, in harmony with 
equality of treatment. 

Mutatis mutandis the above discussion applies to exchange 
control and monopoly purchases. The proportional method can be 
used in the allocation of foreign exchange, though this may con¬ 
flict with one of the aims of the control, i.e., discrimination. Often 
the latter distinguishes between indispensable and dispensable 
imports. Necessarily, this leads to discrimination between coun¬ 
tries. In these cases the clause is violated. Clearing agreements 
are counter to the clause in that trade is often diverted from its 
previous channels in violation of the principle of comparative 
advantage.®® 


be imposed and all nations thus given legal equality of treatment. Liberate unde 
PlanvArlschaftliche Handelsfolitik, Junker und* Dunnhaupt, Verlag 1934, p. 
9*. It may be noted that this does not apply to situations in which quotas are 
used as bargaining weapons and to intentionally divert trade. 

League of Nations, Equality of Treatment in Present International Com¬ 
mercial Relations; The Most-Favored-Nation Clause, p. 14. See also Haight, 
of. at,, pp. 20, 24. Needless to point out, the use of base years facilitates trade 

discrimination. 

League of Nations, Enquiry into Clearing Agreements. The purchasing 
from and selling to countries with which a national’s government has not 
entered into a clearing arrangement may be made more difficult. Government 
monopolies and the clause will be further considered in the next chapter. 
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Where official monopolies exist for certain commodities, as the 
French tobacco monopoly, or state control of foreign trade ob¬ 
tains, the application of the clause is extremely difficult. Perhaps 
the most that can be achieved is the promise that the activities of 
such monopoly will be guided by such considerations as would 
influence a private individual or corporation in the pursuit of eco¬ 
nomic activities under the profits motive. This is vague, of course, 
and relatively easy to evade, but careful study should reveal in 
the majority of cases whether or not discriminatory treatment is 
being accorded by a monopoly.^® 

AN ANALYSIS OF THE MOST-FAVORED-NATION POLICY OF 

THE UNITED STATES 

With notable consistency, the United States up to the World 
War employed and, on numerous occasions, defended the con¬ 
ditional form of the most-favored-nation clause. In 1919, how¬ 
ever, after exhaustive study the United States Tariff Commis¬ 
sion recommended:*^ 

Finally, it cannot be too much emphasized that any policy adopted 
by the United States should have for its object, on the one hand, the 
prevention of discrimination and the securing of equality of treatment 
of American commerce and for American citizens, and, on the other 
hand, the frank offer of the same equality of treatment to all countries 
that reciprocate in the same spirit and to the same effect. The United 
States should ask no special favors and should grant no special favors. 
It should exercise its powers and should impose its penalties, not for 
the purpose of securing discrimination in its favor, but to prevent 
discrimination to its disadvantage. 

In 1922, the legislative embodiment of the principle of equality 

of treatment was enacted in the form of section 3^7 
Fordney-McCumber Act. Briefly, this provided for the penaliza¬ 
tion of imports from countries discriminating against American 

" This is essentially the problem involved in the use of the clause in com¬ 
mercial relations with Russia in which a state monopoly of all foreign trade 

exists. . - 

It must be noted that this promise does not guarantee or assure nationa 

treatment or “inland parity.” 

" Recifrocity and Commercial Treaties^ p. 
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exports.^’^ In 1923 the diplomatic counterpart of 317 found its 
first formal expression in the commercial treaty negotiated with 
Germany in that year. This provided for reciprocal and unre¬ 
stricted unconditional most-favored-nation treatment. With this 
treaty the United States completely revolutionized the basis of 
its commercial policy.^® 

What factors were present in the post-war situation justifying 
this shift in policy? In the first place, American exports had 
changed in character and were now vulnerable to discrimination 
in foreign markets.'*^ Manufactured goods came to form a sub¬ 
stantial part of American exports and these were not comple¬ 
mentary but competitive with European industry. Further, other 

**The section as stipulated in the Act of 1922 reads in part: “Sec. 317 (a) 
That the President when he finds that the public interest will be served thereby 
shall by proclamation specify and declare new or additional duties as hereinafter 
provided upon articles wholly or in part the growth or product of or imported 
in a vessel of, any foreign country whenever he shall find as a fact that such 
country— 

Imposes, directly or indirectly, upon the disposition in or transportation in 
transit through or reexportation from such country of any article wholly or in 
part the growth or product of the United States any unreasonable charge, 
exaction, regulation, or limitation, which is not equally enforced upon the like 
articles of every foreign country} or 

Discriminates, in fact, against the commerce of the United States, directly 
or indirectly, by law or administrative regulation or practice, by or in respect 
to any customs, tonnage, fort duty, fee, charge, exaction, classification, regula¬ 
tion, condition, restriction, or prohibition, in such manner as to place the com¬ 
merce of the United States at a disadvantage compared with the commerce of 
any foreign country.” (Italics the author’s.) 

Section 338 of the Act of 1930 substantially reenacted this provision, U. S. 
Tariff Commission, Comparison of Tariff Acts of igi^, 1922 and igjo, 
Washington, 1930, pp. 207-208. 

'*The exchange of notes with Brazil in 1922 was the first official intimation 
that a new interpretation of the clause would be adopted. 

The Payne-Aldrich Act of 1909 in its maximum and minimum (the general 
rates) provisions anticipated later developments, for it provided for the applica¬ 
tion of the maximum or penalty rates against articles imported from countries 
unduly discriminating against the United States. F. W. Taussig, Tariff History 
of the United States, G. P. Putnam’s Sons, New York, 1931, pp. 403 et seq. 

Professor T. E. Gregory recognized this situation as early as 1921. Tariffs: 
A Study m Method, Charles Griffin and Co., Ltd., London, 1921, p. 480. He 
stated in part: “Countries which predominantly export manufactured articles 

are much more vulnerable to retaliation than countries which import manu¬ 
factured articles and export raw materials.” 
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areas producing agricultural products have come to offer Ameri¬ 
can exports of these products considerably more competition than 
ever before. Retaliation against attempts to initiate strict reci¬ 
procity arrangements as' special departures from a highly pro¬ 
tective autonomous tariff policy were not only possible but also 
feasible from the point of view of some. 

Secondly, discrimination, which had now become of prime 
importance to the United States, was even more rampant abroad 
during the early post-war years than before. But the conditional 
clause had definitely proved to be an instrument leading to inter¬ 
national friction and ill-will.^® The very inherent qualities of the 
conditional form of most-favored-nation treatment itself encour¬ 
aged not a mitigation but an intensification of international eco¬ 
nomic discriminations.*® 

Related to the preceding factor was the enormously increased 
complexity of tariff schedules. Tariff laws no longer comprised a 
few items occupying several pages on the statute books. If the 
problem of determining a quid fro quo necessitated by the con¬ 
ditional clause was difficult before the World War, it now ap¬ 
peared well nigh insuperable.*^ 

Finally, American industrial technology had advanced to such 
a stage that there was no longer any need to seek special favors 
in selected markets to enable American exports of manufactured 
goods to compete successfuly abroad. All that appeared necessary 
was equality of treatment. In the light of these factors, omitting 
consideration of the basic impracticability of the conditional form, 
the recommendations of the Tariff Commission pointed to the 
unconditional clause.*® 

U. S. Tariff Commission, Redfrocity and Commercial Treaties^ p. lo. 

U. S. Tariff Commission, Dictionary of Tariff Information, Washington, 

1924, p. 493. 

To some extent this discussion reflects some of the disadvantages or the 
conditional form. The discussion of the advantages of the unconditional clause, 
to be subsequently considered, sheds further light in this direction. 

" There were probably other factors operating, but these appear to be the 
more important. Dr. J. Viner, for example, mentions the difficulties of renewing 
old or promulgating new conditional treaties and the threat of other countries 
to adopt the conditional form as further factors. In reference to the latter, this 
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To throw further light upon the setting of the operation of the 
clause under the present trade program, a further examination of 
the change in commercial policy noted above is necessary. The 
philosophy of section 317 was indubitably violated by eleven 
clauses contained in the same act providing for contingent duties 
on certain specified imports."® That is, the United States govern¬ 
ment on one hand declared it would seek equality of treatment 
through the threat of penalty duties or complete prohibition, 
while in the same breath it stipulated that on certain items, if 
the duty in foreign countries were higher than in the American 
tariff, there was to be levied an additional duty on those items 
when imported into the United States. What is to be noted is 
that these provisions were operative regardless of whether or 
not the foreign country was already pursuing a policy of equality 
of treatment.®® From another view, as pointed out by Haberler, 
it provided strict reciprocity antithetical to the philosophy of 
section 317.®" 

Another statutory provision inconsistent with the unconditional 
most-favored-nation clause arose out of the Revenue Act of 1932. 
It provided that additional tariff levies in the guise of excise 
taxes were to be levied on a specified list of items. Coal and coke 
were exempt in the cases of those countries to which the United 
States had exported more than it had imported during the pre- 


rightly inferred that the United States would no longer obtain the benefits of 
generalization of reductions accorded in bilateral agreements by foreign coun¬ 
tries, i.e., where foreign countries have both conditional and unconditional 
treaties, they must generalize to all since freely given to third countries with 
which an unconditional obligation exists. J. Viner, ‘‘The Most-Favored-Nation 
Clause,” IndeXy Svenska Handelsbanken, January, 1931, pp. 15, 16. 

These were the same contingent duties referred to in Chapter IV supra. 

Those provisions appear to have been aimed at Canada. See B. B. Wallace 
and H. V. Fay, “Die jungste Handelspolitik der Vereinigten Staaten,” 
Weltwrtsduzfniches Archiv, July 1936, p. 49. These were, in the main, items 
in which there was a great excess of exports over imports. Only in contiguous 
countries where the two-way trade was more nearly balanced could they be 
effective, i.e., Canada and the United States. 

G. V. Haberler, The Theory of International Trade^ Translated from the 

German by A. Stonier and F. Benham, William Hodge and Co., Ltd., London, 
*936, p. 367. 
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ceding calendar year.®** Great Britain and Germany did not fall 
within this category. The courts, however, held that since most- 
favored-nation obligations existed, the United States was barred 
from discriminating in this fashion.®® Even omitting the question 
of treaty obligation, this provision does not harmonize with the 
American policy of offering equality of treatment to all nations, 
irrespective of legal obligation. In substance, it provides for addi¬ 
tional charges where a bilateral balance of imports and exports 
or an excess of exports in reference to specific items does not 
exist between certain pairs of countries} a concept wholly unten¬ 
able from the standpoint of the unconditional clause. 

Under the traditional, high single column autonomous tariff 
employed by the United States, the efforts to establish uncondi¬ 
tional most-favored-nation relations with foreign countries failed 
signally. Germany was the only major country with which the 
United States was able to conclude an unconditional most-favored- 
nation treaty before April 1933,®* It is true that the United States 
accorded most-favored-nation treatment to all countries (with 
the exception of the contingent duty clauses) but this was no 
guarantee of reciprocal treatment.®® Any extended attempt to 
explain this situation would be without the scope of this discus¬ 
sion. A policy offering an extremely high single column non¬ 
bargaining tariff on the one hand and implemented with such 
means as provided in section 317 on the other could not be fruit- 

Public No. 154, yid Congress, H.R. jozjd, p. loi. 

For the list of countries which were subjected to this tax in i 93 ^> 
Treasury Decisions No, 48ref 6y February 6, 1936, p. 291. 

“U. S. State Department, Treaty Information Bulletin No, 4^, June 1933? 
pp. 9-33. (Domestic Fuel Corf oration and George E, Warren Corf, v. United 
States) *y also No. 56, May 1934, pp. i 9 -i 3 ' Treaty with Great Britain 
dated back to 1815 and was of the conditional variety. But, since the exemption 
was ^^freely” extended to certain other countries, it had to be granted uncon¬ 
ditionally to Great Britain, 

The subsequent abrogation of unconditional clause in the commercial treaty 
with Germany in 1923 made her again subject to the provisions of the Revenue 

Act. . 

“ U. S. Tariff Commission, Tariff Bargaining under Most-Favored-Nation 

Treaties^ Report No. 65, Second Series, Washington, i 933 > PP* 

Under a modus vivendi concluded in 1927, France accorded the Unite 

States the lowest tariff rates on certain specified American products. lhid,y p. 15* 
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ful.®® The policy appears to have been of a coercive nature under 

conditions distasteful to foreign countries. 

In summing up this brief historical survey, it must be noted 

that, juridically, foreign nations had no cause of complaint against 
American policy so long as equality of treatment was extended. 
The problem involved was really one of reconciling the lepl 
bases of most-favored-nation treatment with the economic im¬ 
plications possible under an autonomous, single column tariff 
system. Had the United States combined its adoption of the un¬ 
conditional clause with tariff bargaining, it would have sought 
protection for its exports by the concessional method of formal 
bilateralism. As it was, it chose a single column autonomous 
system with the penalization provisions in Section 317 as the 
weapon of protection against discrimination. 

“ F. W. Taussig, “Necessary Changes in our Commercial Policy,” Foreign 
Ajfairs, April 1932, pp. 397-405, for an elaboration of this view which Taussig 

terms a “club policy.” 

" Commenting upon the policy described above, Dr. J. Viner stated in 1931 : 
“As a safeguard against discrimination in foreign markets, the most-favored- 
nation clause in its unconditional form is largely a failure.” “International 
Commercial and Financial Policy,” Institute of Politics^ Report of the Round 
Tables and General Conference at the Eleventh Session, 1931, p. 174 - 
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RECIPROCAL TRADE AGREEMENTS UNDER THE 

UNCONDITIONAL CLAUSE 

The American use of the unconditional interpretation during 
the post-war period 1922 to 1932 may fairly be termed a failure. 
This, however, did not lessen the desirability and advantages of 
a policy of equality of treatment embodied in the unconditional 
clause. Indeed, as has been pointed out, the spread of trade 
discrimination after 1929 made the unconditional interpretation 
more vital than ever to the foreign commerce of the United 
States. The pressing need was, accordingly, not a shift to the 
conditional form of most-favored-nation treatment, but some 
means of reenforcing and rejuvenating the already existing 

The U. S. Tariff Commission in 1933 was requested under 
paragraph 10 of S. Res. 325 to report upon 

The extent to which existing conditional and unconditional most- 
favored-nation clauses in commercial treaties, listed for convenient 
reference, may affect tariff bargaining with foreign countries, having 
in view early and reciprocal reductions in tariff rates in the United 
States and foreign countries and increased trade and commerce be¬ 
tween the United States and foreign countries.^ 

In line with its position in 1919, the Commission recommended 
that “the bargaining should be as far as practicable on the basis 
of unconditional most-favored-nation treatment.’” The passage 

* Tariff Bargaining under Most-Favored-Nation Treaties, Report No. 65, 

Second Series, p. 1. • • 1 

* Ibid., p. 2. It may be pointed out that an abandonment of the unco^itional 

interpretation would have necessitated not only the abrogation of the pS^-war 
American agreements and treaties (47 on June 12, 1934) based upon the un¬ 
conditional interpretation but would also have affected commercial relations 
with other countries since the practice of the United States has been to treat 
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of the Reciprocal Trade Act of 1934 in pursuing this recom¬ 
mendation provided an exit to the impasse in American commer¬ 
cial policy. Tariff bargaining was combined with the uncondi¬ 
tional clause. This constituted an abandonment of the historic 
American policy of tariff autonomy; a policy which had caused 
much adverse criticism of the unconditional clause during the 


post-war period. 

The relevant provisions of the Act of 1934 provided; 

The proclaimed duties and other import restrictions shall apply to 
articles the growth, produce, or manufacture of all foreign countries, 
whether imported directly, or indirectly: Providedy That the Presi¬ 
dent may suspend the application to articles the growth, produce, or 
manufacture of any foreign country because of its discriminatory 
treatment of American commerce or because of other acts or policies 
which in his opinion tend to defeat the purposes set forth in this 

section.® 


There appear to be two essential parts to these provisions. For 
one thing, the concessions granted in any agreement may be 
extended, as a general rule, to all third countries irrespective of 
whether or not there exists any most-favored-nation obligation 
to do so.* However, the President at his discretion could make 
exceptions to this general rule because of trade discrimination by 
third countries against American exports or because of “other 
acts or policies” tending to hinder the fulfillment of the purposes 
of the Act. This latter condition, which will presently be elabo¬ 
rated upon somewhat, obviously grants wide discretion to the 
President. Moreover, as will soon be pointed out, the test of 
discrimination was by no means a rigid one. Administrators of 
the program were entrusted with the task of establishing, in both 


conditional obligations unconditionally and to extend unconditional treatment 
to all countries irrespective of contractual obligation. See U. S. House of 
Representatives, Extending Recifrocal Foreign Trade Agreement Act^ Hear¬ 
ings before the Committee on Ways and Means, 75th Congress, ist Session, 
Washington, 1937, p. 117 (memorandum submitted by F. B. Sayre). 

^Statutes of the U,S.A,^ Session Laws, 73d Congress, 2d Session, 1934, Wash¬ 
ington, 1934, p. 944. 

This is in line with the recommendation of the Tariff Commission, of, a/., 
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caseSj rules of action which would be of great importance in 
shaping the character which the trade policy woidd eventually 
assume. Manifestly, in view of the discriminatory practices so 
prevalent abroad and in the face of the myriads of trade barriers 
to international trade, these provisions could be so interpreted as 
to lead to a more or less rigid bilateral policy. 

Another relevant provision in the act repealed, as was noted 
earlier, the contingent duties contained in the tariff laws of 1922 
and 1930.® These duties have been the subject of diplomatic 
protests in the past as a violation of the most-favored-nation obli¬ 
gations of the United States.® Stipulating discriminatory higher 
duties, they were without question inconsistent with American 
most-favored-nation policy and their abrogation must be con¬ 
sidered a step forward. 

To get a full comprehension of American policy, it is necessary 
to examine its concrete expression in the various reciprocal agree¬ 
ments negotiated along with the policy of generalization fol¬ 
lowed with reference to specific countries. In this manner the 
basic philosophy of most-favored-nation treatment being pursued 
by the United States can be brought to light. 

The preambles of nine of the first sixteen trade agreements 
negotiated explicitly advance equality of treatment as a basic ob¬ 
jective.’ Four of the remaining establish the facilitation and de¬ 
velopment of trade as the essential aim. The Belgian agreement, 
in the form of an exchange of notes, contains no preamble. Cuba 
constitutes an exceptional case, while France granted a somewhat 
limited most-favored-nation concession to the United States.® 


’ Chapter III, p. 3*. 

* Statement by F. B. Sayre, U. S. House of Representatives, Recifrocal Trade 
Agreements. Hearings before the Committee on Ways and Means, 73d Congress, 


2d Session, Washington, i 934 » P- 37 S- 

’I.e., Brazil, Haiti, Sweden, Honduras, Nicaragua, Guatemala, Finland, 
Costa Rica, El Salvador. 

* With the exception of agreements with France, Kingdom of the Nether¬ 
lands, El Salvador and Costa Rica, all the other pacts have been printed in the 
Executive Agreement Series of the State Department. Their numbers and date 
of publication are as follows; Cuba, No. 67, Washington, 19345 Brazil, No. 
Sly 1936} Belgo-Luxemburg Economic Union, No. 75, 19355 Haiti, No. 78, 
19355 Sweden, No. 79, 19355 Colombia, No. 8g, 1936; Canada, No. ps, 
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These latter cases will be subsequently considered in some further 
detail. 

The most-favored-nation provisions of the various reciprocal 
agreements may be divided into three broad types. First, the 
usual and customary matters to which the clause has been applied 
in the past. Then, there are the provisions relating to the new 
trade-control measures hampering foreign commerce. Finally, 
there is a miscellaneous group of provisions dealing with special 
problems involved in the cases of the several countries with which 
the agreements have been negotiated. It may be pointed out, 
parenthetically, that in view of the importance of non-tariff trade 
barriers, the policy reflected in the second category becomes of 
crucial importance to the entire principle of most-favored-nation 
treatment and its ultimate success as the basis of the American 
reciprocal trade program. 

The first group comprises matters which are recognized as 
customary provisions within the scope of the clause. Such matters 
as customs duties, subsidiary charges of every kind, the method of 
levying duties, formalities and charges related to the process of 
clearing goods through the customs, all laws and regulations 
concerning the sale or use of imports, and all internal taxes or 
levies are to be found within this category.® Included also in 

1936) Honduras, No. 86, 1936; Switzerland, No. go, 1936; Nicaragua, No. 
95 , « 936 > Guatemala, No. 92, 1936; Finland, No. gy, 1936 (these are in the 
orders signed). Those not in this form are available in U. S. Department of 
State, Press Releases, Netherlands, December 20, 1935; France, May 13, 19365 
Costa Rica, November 30, 19365 El Salvador, February 19, 1937 (all in 
mimeograph). Hereafter in the chapter, reference will simply be made to the 
name of the country with the article following. 

The stipulations in reference to internal taxes and levies are usually in a 
separate article specifying national treatment in addition to most-favored-nation 
treatment. The second article cited for each country refers to this provision. 
Cuba, VIII (a special case) 5 Brazil, I, VII5 Haiti, VII, IV 5 Sweden, I, VI5 
Colombia, VII, HI 5 Canada, I, VI5 Honduras, IX, III 5 Netherlands, I, V5 
Switzerland, X, IX 5 Nicaragua, X, IV5 Guatemala, X, IV5 France, I (exclud¬ 
ing customs duties), VIII5 Finland, XI, V5 Costa Rica, X, IV5 El Salvador, 
IVj X, 

Belgium again is an exception. This exchange of notes was provisional and 
a more complete trade agreement in the usual form may be expected. See 
xecutive Agreement Series, No. 75, p. 304 for a statement to this effect. 

An illustration of the concrete benefits derived from these provisions is fur- 
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nearly all the reciprocal agrements is the standard clause pre¬ 
senting the essence of the unconditional clause. The following 
quotation offers an illustration: 

Any advantage, favor, privilege or immunity which has been or 
may hereafter be granted by the United States of America or the 
United States of Brazil, in regard to the above-mentioned matters, to a 
natural or manufactured product originating in any third country or 
consigned to the territory of any third country shall be accorded im¬ 
mediately and unthout comfensation to the like product originating 
in or consigned to the territory of the United States of Brazil or the 
United States of America, respectively.^® 


It is this clause which sharply distinguishes unconditional treat¬ 
ment from conditional, specifically providing, as it does, for the 
automatic extension of concessions given previously to other 
countries, fro fraeteritOy and those which may be granted in the 
future, fro juturo}'^ This provision in the agreements is made 

applicable to both imports and exports. 

There is yet a third class of items within the category of 
customary provisions. These are such exceptions to most-favored- 
nation treatment as prohibitions and restrictions on imports or 
exports for moral or humanitarian purposes, to protect human, 
animal, or plant life, treatment of prison-made goods, to enforce 
police or revenue laws, to prevent such fraudulent practices as 
misbranding, adulteration, and such other activities of this nature 
as may be provided for in the laws of either country participating 
in a trade agreement. In eight of the agreements, these sections 


nished by the Canadian agreement. By virtue of the grant of most-favored- 
nation treatment the United States gained concessions concerned with the treat¬ 
ment of commercial travelers’ samples and transit handling of i^Ports from 
non-Empire countries through the United States. For details, see U. S. 1 aritt 

Commission, Trade Agreement with Canada, Washington, 1936, pp. 

“ Italics the author’s. Brazil, I. Substantially the same clause is found in the 
other agreements in the first of the articles cited in footnote 9 with the exception 
of Cuba, France, and Belgium. In the last instance the text of the notes 

changed provides to the same effect} Belgium, lip. 2, 40. of 

“ The conditional form, a factum de contrahendo, from 
international law, deals only with concessions fro fraetertto in that 
obligation undertaken in reference to concessions granted in the future by 
either contractant to third parties except to offer to reopen negotiations. 
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are broad and apply to all provisions included within the ar¬ 
rangements/* Six of the remaining eight stipulate these excep¬ 
tions with reference to the imposition of quantitative controls on 
items enumerated in the appended schedules/* These do not 
specifically refer to most-favored-nation treatment. The only pro¬ 
visions relevant here are those providing “sympathetic considera¬ 
tion to such reasonable representations as the other government 
may make regarding . . . the application of sanitary laws and 
regulations for the protection of human, animal, or plant life.”^* 
In case of unavoidable discriminatory treatment, this section 
makes it possible to lessen ill feeling. 

Another variety of provisions falling into this class is that 
declaring that none of the provisions in the agreements is to be 
interpreted as preventing either contractant from instituting 
prohibitions or restrictions “with respect to the control of the ex¬ 
port or sale for export of arms, ammunitions, or implements of 
war, and in exceptional circumstances, all other military sup¬ 
plies.^® This is a recognized exception to the principle of most- 
favored-nation treatment.^® It grants the American government 
in this respect, a free hand in coping with the problems of neu¬ 
trality in the event of war abroad. 

Before turning to the question of the new trade-control meas¬ 
ures and the clause, some word may be said concerning the 
territorial application of the clause as provided for in the various 

'^Brazil, 11 ; Haiti, VI; Sweden, XII; Canada, XII; Netherlands, XI; 
Switzerland, XIV; France, XII (in reference to French concessions to the ex¬ 
tent that most-favored-nation treatment is granted) ; Finland, XVI. 

Colombia, V; Honduras, V; Nicaragua, VI; Guatemala, VI; Costa Rica 

El Salvador, VI. ' 

“Quoted from Colombia, VIII; for the others, Honduras, XII; Nicaragua, 
XI; Guatemala, XI; Costa Rica, XIII; El Salvador, XIII. 

These recognized exceptions are, of course, subject to the proviso that there 
be no arbitrary discrimination between nations. 

“ Cuba, X ; Brazil, IX; Haiti, IX; Sweden, XII; Canada, XII; Honduras, 
XIII; Netherlands, XVI; Switzerland, XIV; Nicaragua, XIV; Guatemala, 
XIV; France, XII; Finland, XVI; Costa Rica, XIV; El Salvador, XIV. 

There was no analogous provision in the Colombian agreement, while the 
Belgian exchange of notes, as in other matters, is incomplete. 

N. Ito, La Clause de la Nation la Plus Favorisee, Les Editions Interna¬ 
tionales, Pans, 1930, p. 218. 
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agreements. The grant of most-favored-nation treatment by the 
United States is applicable to articles originating in or destined 
to any territory under its sovereignty or authority, with the ex¬ 
ception of the Panama Canal Zone.^^ This includes the Philippine 
Islands, the Virgin Islands, American Samoa, and the Island of 
Guam. However, the advantages which the United States, Cuba 
and these countries, including the Panama Canal Zone, extend 
inter se are specifically excluded from the scope of the most- 
favored-nation provisions in the agreements.^® 

Reciprocally, the foreign contractants, with the possible ex¬ 
ception of France, grant the United States full unconditional 
treatment with certain well-recognized exceptions. In a number 
of the agreements customs concessions to facilitate frontier traffic 
and any customs union of which either contractant is or may 
become a party are definitely excepted from the scope of the 
most-favored-nation provisions.^® Sweden, under the “Scandi¬ 
navian Clause,” excepts any reciprocal advantages exchanged 
with Norway or Denmark. Canada exempts the British Em¬ 
pire.®® In the cases of Honduras, Nicaragua, Guatemala, Costa 
Rica, and El Salvador the “Central American Clause” excludes 
the United States from any preferential concessions granted 
among themselves so long as other third countries do not receive 
the benefits of these reciprocal arrangements. This is true also of 

^'Brazil, X} Haiti, XI} Sweden, XIII} Colombia, VII} Canada, XIII} 
Honduras, XIII} Netherlands, XIII} Switzerland, XIII} Nicaragua, XIV} 
Guatemala, XIV} France, XIV} Finland, XV} Costa Rica, XIV} El Salvador, 
XIV. The Cuban Agreement is exclusive not only in relation to foreign coun¬ 
tries but also the Philippine Islands, Virgin Islands, the Island of Guam, and 
the Panama Canal Zone, Cuba^ XV. 

“ Ibid. This provision remains in force irrespective of any change which may 

take place in the political status of the Philippine Islands. 

“ Brazil, Colombia, Honduras, Switzerland, Haiti (VI), Nicaragua, Guate¬ 
mala, France (frontier clause only. Art. XII) •, Finland, Costa Rica, El Sa va 
dor. Ibid. France cannot be said to grant full unconditional treatment in 
view of the fact that list A of Schedule I grants the U. S. only intermediate 
duties and list B, minimum duties only for a specified quantity. For an opposing 
view, see U. S. Tariff Commission, Extent of Equal Treatment m Foreign 

Co««/r»«, Washington, p. 173 (mimeographed copy). 

" Cf. sufra note 17. 
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the earlier exceptions noted.“ Finland excepts advantages ex¬ 
tended to Estonia in line with the “Baltic Clause.”” Finally, 
Netherlands and France may exchange concessions with their 
overseas territories or their respective territories may grant con¬ 
cessions among themselves without violation of the most-favored- 
nation obligations assumed in the agreement with the United 

States.” 

The most important most-favored-nation provisions in the re¬ 
ciprocal agreements, from the view of the immediate present, 
may be fairly stated to be those dealing with the various wide¬ 
spread quantitative and exchange controls impeding international 
trade in recent years. These reach the very heart of the problem 
of discriminatory trade practices. Because of this and their com¬ 
paratively recent existence they constitute a question of signal 
importance to the principle of the unconditional most-favored- 
nation clause. 

Considering quantitative restrictions first, provisions are to 
be found in all of the agreements seeking to achieve equality of 
treatment in reference to these controls. The essential objective 
has been to word the relevant section so that the contractant “will 
give the widest possible application to the most-favored-nation 
principle and will administer any such prohibition or restriction 
in such a way as not to discriminate against the commerce of the 
other country.’”* An analysis of the divers agreements promul¬ 
gated brings to light the scope of American policy in this respect. 

Enunciating the principle of equal treatment, the United 
States has secured the promise that American exports will not 
be the object of any quantitative restriction or prohibition which 
is not applicable to like products of third countries. Where such 
restrictions exist or may be established in the future, certain corol- 


” Ibid. 

Ibid. The various clauses mentioned here are examples of the “limitrophe 
clause.” For further details, see R. Riedl, La Clause de la Nation la Plus 

Favorisee, Comite National Autrichien de la Chambre de Commerce Inter¬ 
nationale, Vienna, 1928, pp. 110-118. 

“ Ibid. 

“ Brazil, II. 
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lary principles come into play. Basic to the policy propounded 
here is the rule that aggregate quotas must be allocated in such 
a fashion as to ration to the United States a contingent represent¬ 
ing the proportion which it supplied during a “representative 
period” previous to the initiation of such controls.*® A “repre¬ 
sentative period” has been officially defined as “a series of years 
during which trade in a particular article was free from restrictive 
measures of a discriminatory character and was not affected by 
unusual circumstances such as, for example, a crop failure in the 
case of an agricultural product.”*® The application of quotas upon 
this basis is considered fair and equitable treatment. 

Should there be an increase or decrease in the quota permitted 
to enter during the quota period used (e.g., yearly, quartely, 
monthly basis) the basic period is to remain the rule of treatment 
of imports. Should there be simply a global, i.e., unallocated, 
quota in effect, then the issuance of import licenses is not to be 
such as would prejudice the interests of American exporters and 
in this way devitalize the principle of equality of treatment. 
Finally, with respect to all rules, formalities or charges connected 
with the imposition of quantitative restrictions every favor 
granted to any third country is to be granted to the United States. 
It is to be noted that the principles described above also apply, 
reciprocally, to the treatment accorded by the United States to 
imports from the foreign contractants.*^ 


” These principles are applicable to tariff or customs quotas as well as im¬ 
port quotas. The former provide for a lower duty on a specified quantity of 
imports. Allocation of this quantity would be upon the basis of the rules 

formulated above. 

” U. S. Department of State, Press Releases, Weekly Issue No. 288, April 6, 


1935, p. 213. • IT • • 

"These principles are derived from the following articles: Brazil, 11 ; Hattt, 
VII; Sweden, II; Colombia, VII; Canada, II; Honduras, VI; Netherlands, VI ; 
Switzerland, VII; Nicaragua, VII; Guatemala, VII; France, VI; Finland, 
VIII; Costa Rica, VII; El Salvador, VII. The Belgian Agreement simply pro¬ 
vided that where import quotas are specified in the schedule of concessions, 
there is to be no reduction in the quota stipulated; Belgium, pp. 2, 4°- A pro¬ 
visional agreement was concluded with Czechoslovakia by an exchange o notes 
on April 2, 1934, specifically extending the scope of the clause to quotas, import 
monopolies, and exchange control measures. In addition, any advantages w 
have been or may be accorded by Czechoslovakia to Austria, Hungary, Jugo- 
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In addition to the above principles, the trade agreements also 
attempt to apply the most-favored-nation principle to the pur¬ 
chasing activities of government monopolies or centralized agen¬ 
cies established “to import, produce or sell a particular com¬ 
modity.”^® The exports of the government, other than the one 
sponsoring such an enterprise, are assured so far as is possible of 
fair and equitable treatment. This is to be secured by the promise 
that the purchases of any such institution “will be influenced 
solely by those considerations, such as price, quality, marketability, 
and terms of sale, which would ordinarily be taken into account 
by a private commercial enterprise interested solely in purchas¬ 
ing such product on the most favorable terms.”®® 

The trade agreements, pioneering in this field, also endeavor to 
bring the operation of exchange controls, and indirect quantitative 
control of foreign trade, within the scope of the most-favored- 
nation clause. Again, in view of the extent to which they are 
used and their degree of development, this constitutes an im¬ 
portant phase of the reciprocal trade program. 

Brazil and the United States in their reciprocal trade pact 
“agree that if they shall establish or maintain a control of the 
foreign exchanges, they will accord to the nationals and commerce 
of each other the most general and complete application of the 
unconditional most-favored-nation principle.”®® This basic clause, 
with some unimportant variations in wording, is to be found in 
most of the agreements.®^ In those which do not expressly pro- 


slavia, and Rumania are explicitly exceptefi from the operation of the most- 
favored-nation clause (the latter two at least until a more comprehensive agree- 
ment is negotiated with the United States). Cf. U. S. Department of State, Press 
Releases^ Weekly Issue, No. 288, April 6, 1935, pp. 220-222. 

Canada, VIII. 

Ibid. For the analogous articles in other agreements, see Brazil, Vj Haiti, 

VII i Svjeden, VIII; Canada, VIII; Honduras, VII; Netherlands, VIII; 

SwtzerUnd, VIII; Guatemala, VIII; France, IX; Costa Rica, VIIT; Finland, 

IX. With the exceptions of Belgium, a provisional arrangement, and Cuba, a 

special case, only the agreement with Colombia does not contain an analogous 

article. Article IX of the French agreement permits mutual freedom of action 

in cases “in which the interests of national defense shall be at issue.” 

Brazil, VI. 


Colombia, France, Netherlands, Switzerland, and Belgium are the excep¬ 
tions (Cuba provides a special case and cannot be considered an integral part 
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vide for exchange control, there is the broad provision to the 
eflFect that the adoption of any measure which, though not violat¬ 
ing any terms of the agreement, tends greatly to impair or nullify 
its purposes, may be considered sufficient cause for terminating the 
entire arrangement, if no mutually satisfactory solution can be 
reached. 

With unconditional most-favored-nation treatment stipulated 
as the rule of operation to be followed in the utilization of ex¬ 
change controls, a definition is then given of what may be con¬ 
sidered fair and equitable treatment. As to commercial transac¬ 
tions, the share of exchange allotted by either party to the other 
must not be “less than that enjoyed in a basic “representative 
period” prior to the institution of such control.®'* With respect to 
non-commercial transactions the provision simply prohibits dis¬ 
crimination against nationals of the other contractant in favor of 
any third covmtry.®® 

To implement these principles, an additional relevant stipvJa- 
tion is included in a number of the pacts. This makes the entire 
grant of reciprocal concessions subject to the condition that fair 
and equitable treatment is to be granted the contractant in the 
operation of any exchange controls already in existence or estab¬ 
lished in the future.®* Moreover, sympathetic consideration is to 
be given to representations of either party concerning matters 
which may arise out of the above provisions for controls. 

The third group of provisions in the agreements relating to the 
most-favored-nation clause, while of a miscellaneous character, are 
none the less not insignificant. They shed considerable light upon 
the scope of the clause under American application. Categorically, 

of the new policy). In the Belg'ian, French, Swiss, and Netherlands agfreements, 
other broad clauses can be used to cover the situation. Cf. Belgtumy p. 3 > 

XII5 Swtzerland^ XV; NetherlandSy XII. 

“The following articles deal with exchange control: Brazily VI5 Haitty 
VII} Sweden, IX} Canada, IX} Honduras, VIII} Nicaragua, IX} Guatemala, 

IX j Finlandy Xj Costa Ricay IX j El Salvadory IX. 

“ This, while found in only two agreements, definitely falls within the scope 
of the most-favored-nation exchange control provisions of the other agreements. 

Guatemalay IX} Costa Ricay IX. 

^Svoedetiy IX} Canaday IX} Hondurasy VIII} Nicaraguay IX} Guatemalay 
IX} Finlandy X} Costa Ricay IX} cf. footnote 31. 
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the exemption of the Stresa countries in the French agreement, 
the several commodity exceptions and the withdrawal clause form 
the components of this group. 

An interesting provision is to be found in the French agree¬ 
ment relating to certain eastern and central European states. 
Preferences which France may grant to these countries in line 
with the recommendations of the Stresa Conference of September 
20, 1932, are excepted from the most-favored-nation commit¬ 
ments France has made to the United States.®® As a safeguard, 
should these preferential advantages impair the agreement, nego¬ 
tiations may be entered into to modify its terms accordingly. 
While existing French treaty obligations made this provision 
necessary, it establishes a potentially dangerous precedent from 
the view of the effective operation of the clause. 

In several of the agreements certain commodities may be placed 
without the scope of the most-favored-nation clause should exist¬ 
ing legislation so require. Referring specifically to coal and coke 
and briquettes of coal and coke, this stipulation permits a dis¬ 
criminatory tax to be levied upon imports of such commodities 
from France and the Netherlands.®® However, under the in¬ 
terpretation placed by the Treasury upon the proviso in the 
Revenue Act to the effect that such a tax shall not be levied in 
cases in which “treaty provisions of the United States otherwise 


“ France XV. This clause is also being- used by France and Germany in 
their commercial treaties with other governments. U. S. Senate, World Trade 
Barriers in Relation to American Agriculture, Document No. 70, 73d Con¬ 
gress, ist Session, Washington, 1933, pp. 75-76; U. S. Department of Agri¬ 
culture, Foreign Agriculture, January, 1937, p. 47. For a statement on the 
Stresa Conference, see League of Nations, Evolution of Commercial Policy 
Since the Economic Crisis, II. Economic and Financial 1934. II. B. i, p. 17; 
Refort by the Stresa Conference for the Economic Restoration of Central and 
Eastern Eurofe, VII. Political 1932. VII. 11. 

See sufra, p. 157. The articles providing these exceptions are France, 
II; Netherlands, I. In a note appended to the text of the French agreement, 
Hull recognized the inconsistency of these commodity exceptions and prom¬ 
ised to attempt to persuade Congress to remove the discriminatory taxes on 
coal and coke. Obviously, this preceded the Treasury interpretation referred 
to below. France, last page; Nevs York Times, August 7, 1937. 

^ Such a list is often termed a negative most-favored-nation commodity list 
in contradistinction to those cases in which a list of articles to which the clause 
IS to apply is stipulated (i.e., positive). 
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provide,” this tax has not been assessed against such imports from 
these countries. That is, trade agreements have been interpreted 
as falling within the scope of this proviso. The exception in the 
trade agreements must, therefore, be based upon the possibility 
that this interpretation may be subsequently modified.®^ Should 
this occur, diplomatic difficulties such as arose in the cases of 
Germany and Great Britain would probably be avoided. 

In the agreements with Belgium, Sweden, Canada, Switzer¬ 
land, Netherlands, and France, provision is made for the with¬ 
drawal of concessions should third countries derive the major 
benefits of such concessions and thereby cause “an unduly large 
increase” in the imports of the articles concerned.®® This consti¬ 
tutes an attempt to restrict the results of the generalization of 
concessions required by the unconditional interpretation. An al¬ 
ternative to withdrawal is the imposition of quantitative restric¬ 
tions upon imports of such items. More will be said of this 
proviso later.®® 

Generally speaking, it may be said that the principles embodied 
in the trade agreements are of a broad nature. Not only is the 
unconditional clause made an integral part of each agreement 
but, to eliminate elements of doubt, the clause is made expressly 
applicable to the new measures of trade control.^® Moreover, the 

"The new Russian agreement contains the same coal provision. In this 
case, the grant of full and unrestricted unconditional most-favored-nation 
treatment by the United States resulted in the removal of the coal tax subject 
to the proviso that the Treasury interpretation is not modified. U. S. Depart¬ 
ment of State, Press Release, August 6 , 19375 Treasury Decisions, No. 49118, 


August 9, 1937, p. 3 * . , y vxrT 

'^Belgium, pp. 3, 43 5 Sweden, XIV5 Canada, XIV5 S-oMzerland, XVI; 

Netherlands, XIV; France, XII (couched in more general terms). 

“Before this proviso is utilized, notice must be given to the government 
whose exports are involved. If no agreement is reached after consultation, 
provision is made for the termination of the entire agreement upon thirty days 
written notice. Obviously, extreme care would be taken before a country 
would take advantage of this clause. Infra, Chapter X, for comments upon 
the usefulness of “escape clauses” of this nature. Third countries in some tew 

instances have derived the major benefit from certain ^ 

See U. S. Senate, Extending Recifrocal Trade Agreement Act, ea ^ 
fore the Committee on Finance, 75th Congress, ist Session, Washi gt , 


^"^B.^Ohlin has made the following remark in reference to Ae ^^ov^ The 
United States has embarked upon a serious effort to restore that c au 
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formulae adopted in the latter cases are those prescribed in the 
preceding chapter as tending most nearly to result in equality 

of treatment. 

The ultimate test of a most-favored-nation policy, however, 
lies in the generalization policy pursued. It is here that the 
clause reveals its advantages as an instrument of commercial 
policy. This aspect is important also because of the fact that it has 
been the subject of much misunderstanding. To this aspect atten¬ 
tion may now be turned. 

TARIFF BARGAINING AND THE REQUIREMENT OF GENERALIZATION 

Generally speaking, the unconditional interpretation of the 
most-favored-nation clause requires immediate and automatic 
extension to third countries of any concessions which may be 
granted in any bilateral arrangement to other countries. Unless 
certain precautions are taken, this may obstruct to a considerable 
extent the progress of a conventional tariff bargaining policy. In 
the recprocal agreements entered into by the United States defi¬ 
nite means have been devised to forestall this possibility. 

It is to be noted at the outset that tariff bargaining combined 
with most-favored-nation treatment is by no means a novel 
policy. For decades it has formed the essential basis of the com¬ 
mercial policies of numerous European countries.'*^ It does, how¬ 
ever, constitute an innovation in American commercial policy 
which had traditionally been based upon a single column 
autonomous tariff system. 

The practice of European countries definitely removes all 
ground from the argument of incompatibility of tariff bargaining 
and the clause.*® An analysis of policy under the trade agree- 

position as the pivot of international commercial policy.” ‘‘International Trade 
and Monetary Policy,” Index, Svenska Handelsbanken, July 1935, p. 155. 

League of Nations, European Bargaining Tariffs, memorandum by T. W. 
Page, II. Economic and Financial 1927. II. 28. 

For an excellent discussion supporting this statement, see B. B. Wallace, 
“Tariff Bargaining,” Foreign Affairs, July 1933. 

^ One of the reasons given by former President Hoover for his veto of the 

bill (H.R. 6662) providing for reciprocal pacts in 1932, was the fear of 

incompatibility. U, S, Congressional Record, volume 75, 72d Congress, ist 
Session, p. 1036. 


RECIPROCAL TRADE POLICY 


136 

ments reenforces this view. The basic instrument of American 
policy toward this end is the so-called chief or main supplier 
formula. This formula is, of course, practically made mandatory, 

iding as 

it does for the exchange of reciprocal benefits.^® This would not 
be possible if the bargaining position of the United States were 
considerably impaired through the requirement of generalization. 
The majority reports of the Ways and Means Committee of the 
House and the Finance Committee of the Senate both declared: 
“The reciprocity agreements will deal primarily with the articles 
of which the other parties to them are respectively the principal 
supplier to this country.’”* These are, obviously, the items in 
which the respective foreign countries have a paramount inter¬ 
est. 

In its report to the Senate, the Tariff Commission stated: 

An examination of the trade of the United States discloses hundreds 
of products which are imported predominantly from single countries. 
Frequently the bulk of dutiable imports from a given country is com¬ 
posed of articles predominantly imported from that country. A recent 
tabulation shows that the United States dutiable imports in 193* from 
29 countries were composed of from 48 percent to 93 percent of 
articles of which each country respectively was the chief source of 
supply for the United States. These 29 countries supplied over 96 
percent of our dutiable imports, so that it can be readily seen that the 
list includes the more important trading nations. From the 29 the 
total dutiable imports were- $671,000,000, and taking for each 
country only those articles in which it was the leading source of imports 
to the United States, the value was found to be $480,000,000 or 71 
percent of the value of total dutiable imports from 29 countries. 
Further, the trade statistics contain some headings which comprise 
classes of articles rather than individual articles, and in making 
reciprocity treaties these classifications might be subdivided (as is done 

“U. S. House of Representatives, Extending Recifrocal Foreign Trade 
Agreements, Hearings before the Committee on Ways and Means, Washing¬ 
ton, 1937, p. 135 (memorandum submitted, F. B. Sayre). 

It is not mandatory, of course, where the bargaining process can be made 

more effective by a departure from this rule of action. 

** Amend Tariff Act of 1930; Recifrocal Trade AgreementSy House Re¬ 
port No. 1000, 73d Congress, 2d Session, p. 16} Recifrocal Trade Agreements, 

Senate Report No. 871, 73d Congress, 2d Session, p. 19. 


as a general rule of procedure, by the statute itself prov 
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in European treaties) so as to give a higher percentage of articles 
each of which is imported predominantly from a single foreign 

country.^® 


In 1934, Assistant Secretary of State Sayre submitted to the 
House Ways and Means Committee a list of these twenty-nine 
countries showing the number of articles for which each was the 
leading source of supply, the value of imports of these commodi¬ 
ties into the United States in 1931, the total dutiable imports, 
and the ratio of the “chief supplier” items to the total dutiable 
imports/® This list, which has been termed the “Sayre list,” 
simply breaks down the statistics of the Tariff Commission pre¬ 
sented above/^ While these countries are referred to only by 
numerals, they may be identified. Thus far the United States has 
negotiated agreements with eight of these twenty-nine countries— 
Belgium, Canada, Netherlands, Cuba, France, Brazil, Sweden, 
and Switzerland.^® The other eight trade agreement countries do 
no fall within this category of twenty-nine.^® Those commodities 
supplied chiefly by the eight trade agreement countries named 
have been identified and, generally speaking, American conces¬ 
sions have centered about these products.®® In the case of Canada, 
as an illustration, that country supplied all but 6 percent of the 


“ Tariff Bargaining under Most-Favored-Nation TreatieSy Report No. 65, 
2d Series, Washington, 1933, p. 9. 

^ U. S. House of Representatives, Reciprocal Trade A greementSy Hearings 
before the Committee on Ways and Means, Washington, 1934, p. 366. For 
this list, injruy appendix, p. 314. 

^’The only difference is that the imports for which these twenty-nine coun¬ 
tries were the leading source of supply, ranged from 48 percent to 98 percent 
of the total dutiable imports from the respective countries (figure by the Tariff 
Commission was 96 percent). The Tariff Commission was evidently the source 
of the “Sayre list.” 

Their numbers are 2, 5, 6, 7, 10, 12, 26, 27 respectively, infrUy appendix, 

p. 314- 

I.e., Haiti, Honduras, Colombia, Guatemala, Nicaragua, Finland, Costa 
Rica. With the exception of Finland these countries have been handled by 
another technique to be discussed presently, 

U. S. Senate, Extending Reciprocal Trade A greement Acty Hearings be¬ 
fore the Committee on Finance, 75th Congress, ist Session, Washington, 1937, 

pp. 385-398. 

It may be noted that, before the recent change in procedure, the chief supplier 
formula enabled interested parties to judge what items might be the subject 
of concessions by the United States, See suprUy p. 65. 
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imports upon which the United States granted concessions.®^ 
Whether such a condition constitutes a derogation of the clause 
will be subsequently dealt with. It does show the extent to which 
the clause is compatible with a tariff bargaining program. Some 
of these items enumerated in the “Sayre list,” however, are broad 
classes of articles rather than individual products. Under the trade 
agreements, in the line with the statement of the Tariff Com¬ 
mission presented above, concessions have been made by the 
United States on individual items falling within these classes. An 
example will make this clear. Paragraph lO of the Act of 1930 
provides a duty of 10 percent ad valorem on balsams (copaiba, 
fir or Canada, Peru, tolu, styrax, and all other balsams, natural or 
uncompounded) advanced or crude.®^ Under the trade agree¬ 
ments the wording was changed somewhat and concessions 
granted Brazil on copaiba, Colombia on tolu, and to Nicaragua 
on Peru and those “not specifically provided for.”®® The bargain¬ 
ing possibilities are thus widened by this device. 

In a program concerned with such matters as commercial policy 
any formula or rule of action can be pursued too rigidly. Because 
of current exigencies, therefore, the program has deviated from 
the main supplier rule in a number of instances. The agreement 
with Sweden provided for a reduction on boxes of not more than 
100 matches from 20 cents to 17)^ cents per gross.®* Russia is 
the leading source of imports of matches of this type with Japan 
second.®® In the Belgian agreement the rate on “other photo¬ 
graphic films” of a sensitized but not exposed type was reduced 


“ U. S. Department of State, The Midwest and the Trade Agreements Pro¬ 
gram, Commercial Policy Series, No. 27, Washington, 1936, P- 28. 

”U. S. Tariff Commission, Comparison of Tariff Acts of 1913, 19^^ 


1930, Washington, 1930, p. 3- . , tt c 'Tariff 

“ In each case the duty was reduced to five percent ad valorem. U. S. lariii 

Commission, Changes in Imfort Duties Since the Passage of the Tariff Act^ oj 

1930, Miscellaneous Series, 2d Edition, Washington, 1936, p. 2. By examining 

this list and comparing it with the Hawley-Smoot provisions, other examples 

may be found to the same effect. t r . . • ^ 

« U S Tariff Commission, Comparative Statistics of Imports into the United 

States for Consumption, by countries for the calendar years 1 931 - 35 . inclusive. 

WPA Statistical Project 65-31-2075, Richmond, Virginia, Volume XI, p. 575 - 

“ Ibid. 
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from 25 percent to percent. The United Kingdom was the 
chief supplier here.®® The duty on manganese was reduced from 
one cent to one-half cent per pound in the pact with Brazil, al¬ 
though the chief source of imports is Russia.®’ The customs treat¬ 
ment of coffee, on the free list, was “bound” as a concession to 
Haiti in 1935 and generalized to Brazil and Colombia, which 
rank first and second respectively as sources of supply of this 
commodity.®’® Other illustrations of departure from the chief 
supplier formula might be given, but those presented suffice for 
the purposes of this discussion. 

Obversely, in some cases concessions were not granted by the 
United States on some items of which the other country was a 
leading source. An analysis has been made showing the extent 
to which the “chief supplier” items in the “Sayre list” were 
granted in agreements with countries included within the group 
of twenty-nine mentioned by Sayre. While this study shows gen¬ 
eral adhesion to the formula prescribed, it also shows there have 
been divergences from this guide to policy.®’” This emphasizes an 
essential advantage of the unconditional clause since these con¬ 
cessions must be generalized to third countries including the lead¬ 
ing source of supply. Thus, there is no diversion of trade into 
less efficient channels. 

In the light of these considerations it is to be observed that the 
chief supplier form is not a rigid rule of action but simply a 
guide in the conduct of the program. It is entirely possible, for 
example, that a country may attach considerable importance to a 
commodity of which it is not the leading source of supply.®’® It 
may, acccordingly, be more effective in securing a mitigation of 
trade barriers of that country than with a more important sup- 

^ Ibid,y p. 559. For other illustrations in the Belg-ian agreement, see pp. 
561, 563 and 567. 

U. S. Tariff Commission, Changes in Import Duties- Since the Passage of 
the Tariff Act of ipjo, p. 8. 

Ibid,^ p. 39. 

Monthly Bulletin of the American Tariff League, December 1936, p. 2. 

This accounted, for example, for a number of departures from this 
principle in the Belgian agreement, U. S. Department of State, Trade Agree- 
tnent Signed between United States and Belgium^ press release, February 27, 
*935) P. 15- 
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plier. Special considerations of this nature not only make a flexi¬ 
ble policy necessary but desirable if the entire program is to be a 
success. 

It is possible and also probable that shifts in trade may result 
in changes in the ranking of countries as suppliers of specific in- 
dividual items. This has been used as a point of attack upon the 
formula.®® Refutation appears possible upon two grounds. In the 
first place, before an agreement is promulgated, negotiators may 
be expected to study past trends and attempt to gauge probable 
trade movements within the next few years. If a concession is 
granted on a dubious item, from this standpoint, it will probably 
be conceded only with due deliberation. Secondly, and more im¬ 
portant, it appears unlikely that an unexpected shift in the relative 
position of foreign countries supplying a commodity will occur in 
so important an item or so many products that the bargaining 
possibilities with any one country will be materially lessened. 

In view of the importance of the chief supplier formula in the 
trade agreements program, an evaluation appears desirable at 
this point. This rule is simply an application of the advantage 
of the unconditional clause in permitting the utilization of the 
world’s resources more effectively than would be possible under 
exclusive reciprocity arrangements. Concessions are granted to 
contractants on items of which, because of their material and im¬ 
material economic resources, they are a leading source of supply. 
At the same time under this rule, the incentive of third countries 
to bargain is not impaired. 

The rule of chief supplier must not be confused with exclusive 
supplier. Third countries may and do benefit under the chief 
supplier formula.®® Moreover, there are a very few commodities 
indeed, of any importance, imported exclusively from one coun¬ 
try. But assuming that a rigid chief supplier rule based upon a 
reclassification of tariff items is followed, insofar as it Is based 
upon distinct differences in commodities concerned, there would 
be no basis for charging a derogation of the clause. For even in 

“ G. W. Peek, with Samuel Crowther, Why Quit Our Own, D. Van Nos¬ 
trand Co., Inc., New York, 1936, pp. 245-246. 

See infra^ p. 16i et seq. 
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these cases in which third countries do not benefit to any measur¬ 
able extent, the unconditional clause would still be performing 
its function of preventing a diversion of trade away from the 
principle of comparative advantage. Granted that the clause 
functions best during periods of expanding world trade and fall¬ 
ing trade barriers, the fact that it is used in such a fashion as to 
lessen secondary effects through generalization is no violation of 
the clause. What must be differentiated are the desirability of the 
mitigation of world trade barriers and the basic principles under¬ 
lying most-favored-nation treatment.®” While both are to be 
highly favored, there is no rigid link between them. 

A supplementary method of protecting the bargaining possi¬ 
bilities under a conventional tariff system is the rewriting of tariff 
schedules in greater detail. This is, of course, a procedure which 
gives wider scope to the main supplier rule since it may reveal 
different leading sources of supply for different types and grades 
of a commodity. Before considering this aspect of the trade 
agreements, some general observations are in order in view 

of the confusion which has been caused by growing tariff speciali¬ 
zation in recent decades.®^ 

The increasing elaboration of tariff classification is due pri¬ 
marily to the growing variety of products and industrial proc¬ 
esses.®* If the incidence of customs duties is to be equitable, dif¬ 
ferent rates may be necessary on items with distinguishing char¬ 
acteristics, else discrimination occurs. Under a bargaining tariff, 
therefore, detailed tariff classifications cannot be traced to an en¬ 
deavor so to circumscribe the. concessions granted as to result 
virtually in a conditional form of most-favored-nation treatment 

i.e., discriminate between countries through different rates on 


See L. Pasvolsky, “Comments on the Improvement of Commercial Rela¬ 
tions Between Nations,” The Imfrovement of Commercial Relations betwen 
Nations and the Problem of Monetary Stabilization, Joint Committee, Carnegie 
End^ment—International Chamber of Commerce, Paris, 1936, p. 85. 

For a treatise on this subject, see League of Nations Memorandum on Dis¬ 
criminatory Tariff Classifications, transmitted by W. T. (T. W.) Paee II 

Economic and Financial 1927. II. 27. ' &’ • 

. ^ptcultural machinery no longer can be made dutiable as a tariff 

Plows'h ^ ^"^ al grades and types, but different rates may be necessary on 
plows, harrows, drills, and corn-huskers. 
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similar commodities. Moreover, tariff elaboration has not been 
confined to countries pursuing a bargaining policy.®® It must not 
be inferred that there is not inherently much opportunity for 
discrimination in this development. However, opinion to the con¬ 
trary notwithstanding, the possibility of reprisals has prevented 
increasing tariff elaboration from being utilized as a device to 
evade the obligations entailed by the unconditional clause.®* The 
administrative technique of tariff specialization has grown be¬ 
cause of necessity, not to evade most-favored-nation obligations.®® 
In the reciprocal trade agreements negotiated by the United 
States, reclassification of tariff items has been resorted to. Besides 
being a device to facilitate the bargaining process, it enables con¬ 
cessions to be made on certain types or grades of commodities 
which if included within broader groups would not be possible 
without repercussions in the domestic industrial structure. It has 
been estimated that in the fifteen agreements, exclusive of El 
Salvador, there have been 173 instances of concessions being 
granted on items under new classifications and 275 duty reduc¬ 
tions according to the classification obtaining in the Hawley 
Smoot Act.®® These changes are almost entirely confined to the 


** League of Nations, of. cit.y p. 8. 

** Ibid., p. 7, League of Nations, Equality of Treatment in the Present State 
of International Commercial Relations: The Most-Favored-Nation Clause, y. 
20. U. S. Tariff Commission, Extent of Equal Treatment in Foreign Countries, 

Washington, 1935, p. 29 (mimeographed). 

The Anglo-German Treaty of 1924 stipulated that there was to be no 

arbitrary or unreasonable customs classification.” Royal Institute of Interna¬ 
tional Affairs, The Most-Favoured-Nation Clause as an Instrument of Inter- 

national Policyy Chatham House, London, 1933? P* ^ 4 -* ■ i 1 

"It may be noted that discriminatory tariff elaboration of agricultural 

products is very difficult, if not impossible. As to manufactured goods, third 
states, to the extent their productive facilities are sufficiently flexible, may 
adapt their production to meet the tariff requirements of the country m ques¬ 
tion and in this way benefit from generalized tariff reductions. 

For some further details concerning the question of tariff bargaining an 
tariff specialization, see R. A. Farra, Les Effets de la Clause de la Nation la Plus 
Favorisee et la Specialisation des Tarifs Douaniers, Jouve et Cie, Fans, 1910, 

pp. I CO sea. _ , ^ 

"Monthly Bulletin of the American Tariff League, December 193 > P- ' 

The results of this study show further that out of a total of 44 re uc 10 , 

the 173 reclassifications may be further broken down into 133 new commodi y 
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agreements with Belgium, Sweden, Canada, Netherlands, Switz¬ 
erland, and France. These countries not only export commodities 
to the United States which compete with domestic products, but 
the character of their exports made a refinement of tariff classifica¬ 
tion a step necessary to the efficacy of the chief supplier formula. 
For the purpose of illustrating this process of reclassification the 
commodity cheese may be considered. Under paragraph 710 of 
the Tariff Act of 1930 a duty of seven cents per pound but not 
less than 35 percent ad valorem is to be levied on “cheese and 
substitutes therefore.” Under the trade agreements this classifi¬ 
cation has been broken down into the various types of cheeses. 
Canada was given a reduction on Cheddar cheese, Netherlands 
on Edam and Gouda, France on Roquefort, and Blue-mold, 
Switzerland on “cheese having the eye formation characteristic 
of the Swiss or Emmenthaler type and the Gruyere process- 
cheese.”''^ In several cases reclassification has prevented third 
countries from reaping any benefits through generalization. For 
example, the item “woven fabrics, weighing more than 4 ounces 
per square yard” under paragraph 1109 (a) of the Act of 1930 
is broken down in the Belgian agreement to permit a concession 
on “woven green billiard cloths, in the piece, weighing more than 
eleven ounces but not more than fifteen ounces per square yard, 
wholly of wool.”®® But this and other cases do not arbitrarily 
(differentiate between commodities since they are based upon dis¬ 
tinguishable characteristics in the products themselves.®® More¬ 
over, it may be noted that when a large number of agreements are 


descriptions, ten new value brackets and thirty providing a combination of 
these two. 

Infra, appendix, p. 315. A further reduction on the cheese included in 

the Swiss agreement was later given to Finland. Several other examples are 

also given m the table presented in the appendix. More detailed classification 

on the basis of values and description may be termed quantitative and qualita- 
tive tariff specialization. 

“u. s. Tariff Commission, Comparison of Tariff Acts of spsj, and 

'930, p. 12, Changes tn Import Duties Since the Passage of the Tariff Act of 
' 9 JO, p. 27. ' 

pohtik der Vereinigten Staaten,” Welt<uArtschaftliches Archiv, July ,936, p. 
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concluded it is entirely possible that concessions will have been 
granted covering the full classifications which were split up to 
maintain the government’s bargaining position.^® 

It is to be noted that changes designed to implement the main 
supplier formula cannot be considered as vitiating the case for 
the unconditional clause. Irrespective of the extent of any refine¬ 
ment of tariff classification, so long as similar commodities are 
not arbitrarily differentiated, this formula follows the principle 
of comparative advantage. In the final analyses this is the essen¬ 
tial objective of the clause in affording a contractual guarantee 
of equality of treatment. 


Of course, this is no brief for trade barriers but simply means 
that in so far as such tariff specialization has been found necessary 
to implement a bargaining program, it does not constitute a viola¬ 
tion of the principle of most-favored-nation treatment. Some 
limitation of the benefits of generalization of concession to third 
countries is undoubtedly an urgent prerequisite to the success of 
the program. 

The United States in the bargaining process with foreign coun¬ 
tries not only bases its concessions upon the chief supplier rule, 
but also seeks concessions for American exports on that basis.” 
In some cases, though not the leading source, the United States 
has sought concessions on items in which it felt it could favorably 
compete with other countries.^® This policy, in both cases, is war¬ 
ranted by the fact that these commodities compose the important 
elements in exports to the respective countries with which the 
United States has concluded a trade pact. 

There is yet a third device to effectuate the bargaining pro¬ 
gram undertaken. Commodities may be granted reductions in 
two successive trade agreements. In this way incentive remains 


This is true, of course, only in those cases in which the retention of bargain- 

ing- power was the purpose of the reclassification. 

Official Statement appearing in the following: U, S. Department of State, 
press releases, Trade Agreement Signed by United States and Brazil^ February 
^ 935 ) P* is Trade Agreement Signed by United States and Haiti^ March 
28, 1935, p. 5 5 Trade Agreement Signed by the United States and Sweden, 

May 25, i 935 )P- 3 * 

E,g,y Brazilian release, ibid. 
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to conclude an agreement with the United States. Granite paving 
blocks, subject to a duty of 6o percent ad valorem under the Act 
of 1930, were admitted at 40 percent under the Swedish agree¬ 
ment. Under a later agreement with Finland, this duty was 
reduced further to 30 percent. Refined glycerin was subject to a 
reduced import duty of 1.66^ cents per pound under the pact 
with the Netherlands} this was subsequently lowered to 1.46^ 
cents by virtue of the French agreement.’^ As a supplementary 
device in individual cases in which the chief supplier formula has 
proven unsatisfactory, this stagger system of tariff reductions 
appears to be a useful tool. 


There are countries, however, whose chief exports do not 
constitute a leading source of supply for imports of certain com¬ 
modities into the United States. In these cases, a useful technique 
is the judicious grouping of countries during the process of nego¬ 
tiation. By substantially simultaneous bargaining with these 
countries, it is possible to overcome what might otherwise be a 
difficult situation. The United States appears to have attempted 
this in Its trade negotiations with Latin American countries. In¬ 


tention to negotiate was announced and hearings held nearly 

simultaneously upon proposed agreements with Haiti, Brazil, 

Honduras, Colombia, Guatemala, Nicaragua, Costa Rica, ancl 
El Salvador.'* 


With some qualifications, this appears to have worked fairly 
well There was some delay in the necessary ratification by the 
legislatures of some of these countries. This is particularly true 
of Brazil and Colombia. Through generalization they obtained 
concessions on their main exports by virtue of the Haitian pact, 
which involved a concession, among other items, on coffee. Again, 
>n the case of El Salvador, in which similar circumstances pre- 


■nclJd. The other cases 

I*"*!), rum (Cuba Haiti? Gruyere-process (Switzerland, Fin- 

Rum invoIvT??; f^ ' P-^^-Ph* 7.0, 8oz, ,409 and .4.3. 

reduction to Haiti o preference to Cuba: subsequent further 

~Ch.:,“v "" "" «" Cuban rum. 
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vailed, considerable difficulty and delay were experienced before 
they agreed to sign the projected agreement.'^® 

A fifth means of implementation of the tariff bargaining powers 
of the United States is provided in the various withdrawal clauses 
in the agreements negotiated.'^® If the major benefits of a duty 
concession fall to a third country and “in consequence thereof an 
unduly large increase in importation” takes place, the contractants 
may withdraw the concession or impose a quantitative restriction 
upon imports of that item. Concessions are granted by the United 
States only after careful study in order to gauge the effects upon 
the whole economy} if these calculations should fail, then there 
exists a remedy in resort to this clause. But what is more signifi¬ 
cant, this withdrawal clause forestalls any third country from 
reaping any considerable benefit from a concession which might 
in any manner lessen its incentive to promulgate a pact with the 
United States.” It is probable that should third countries derive 
the major benefit of a concession, the contractant, unless the item 
is an important one in her exports, will not be greatly concerned 

at the withdrawal of the concession. 

There are, then, five methods being utilized by the United 
States to assure the compatibility of the unconditional most- 
favored-nation clause with a conventional tariff bargaining pro¬ 
gram. By far the most basic is the chief supplier formula. This 
is reenforced by the reclassification of commodities in the tariff 
schedules of the Act of 1930. The use of partial reductions m 
successive agreements, the simultaneous negotiations with groups 
of countries and the withdrawal clause are subsidiary to the first 
two. They play the part of supporting beams in those instances 

" As will soon be shown, the weapon of non-generalization could be used 
to reenforce the process of simultaneous negotiations in those cases which break 
down because of a recalcitrant attitude of the foreign countries concerned 
” Belgium, pp. 2, 40; S^witzerland, XVI; S’ujeden, XIV; Netherlands, XIV; 

France, XII (in general terms) ; Canada, XIV. 

" The imposition of quantitative restrictions would have to be in line with 

the principle of equality of treatment. For consistency the “proportional quotas 

system would have to be adopted. ^ - 

Under the terms of the agreements, foreign countries may, of course, al o 

resort to the withdrawal clause. 
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in which the chief supplier rule is not entirely applicable to exist¬ 
ing conditions. 


THE POLICY OF GENERALIZATION 

It has just been noted that under the devices instituted by the 
administrators of the reciprocal trade program the requirement 
of generalization of concessions to third countries is not incom¬ 
patible with a tariff bargaining program. Strictly speaking, how¬ 
ever, it is not necessary to generalize to all countries. There ap¬ 
pear to be three possibilities here: 

1. Generalization to all without exception. 

2. Extension of concessions only where most-favored-nation obliga¬ 
tions exist. 

3. Generalization irrespective of international contractual obliga¬ 
tions but with exceptions. 


The first is very broad, and while ostensibly it may seem most 
feasible, practically it is not desirable. Some means of implemen¬ 
tation is indispensable to make the most-favored-nation clause 
effective, especially during a period of widespread trade discrim¬ 
ination such as has prevailed since 1929. As to the second, this. 


on the contrary, is too narrow a principle to follow since it means 
discrimination against some countries, and any discrimination is 
most undesirable. If the world is to be led out of its impasse, 
this is certainly not a step in the right direction. 

The United States in its trade policy has adopted the third 
alternative. The Act of 1934 provides that concessions granted 


to contractants are to be extended to third countries provided they 

do not discriminate against American commerce or engage in 

“other acts or policies” which in the President’s opinion tend to 

defeat the purposes of the act. These two conditions provide the 

basis for exception to the principle of generalization to all. As 

will subsequently appear, only the first has been employed by the 

United States. The subsequent discussion will, accordingly, deal 

largely with the test of non-discrimination. Some comments may 

be made, however, at this point upon the second stipulation deal¬ 
ing with “other acts or policies.” 
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This provision, obviously, grants discretionary authority of far- 
reaching implications. The statute provides that either discrimina¬ 
tory practices or “other acts or policies” need be present for the 
President to refuse generalization of customs advantages con¬ 
ceded in the various agreements. Since this phrase has not, as yet, 
been the source of action, no authoritative definition can be given 
of its scope. Probably the most effective use, from a practical 
standpoint, of this authority would be as a means of persuading 
foreign countries to negotiate an agreement, should they reveal 
a lack of interest in the subject. Especially would this be adapted 
to a situation in which a country had already benefited extensively 
through a weakness of the chief supplier formula, as appeared to 
have been the case with El Salvador and Brazil.’® A more far- 
reaching possibility, quite improbable however, concerns countries 
pursuing a substantively bilateral policy implemented by the 
various new measures of trade-control. These might be classified 
as tending to defeat the aims of the trade agreements program 
of an increase in the world trade buttressed by the unconditional 
clause. However, the use of such a technique appears to be most 
unlikely since it involves a far more coercive policy than the Ad¬ 
ministration would be apt to undertake. 

Non-discriminatory treatment, in the operation of the program, 
has formed the essential basis of the policy of generalization. In 
contradistinction to the chief supplier formula, which concerns 
itself with imports and primary concessions to agreement coun¬ 
tries, the test of discrimination seeks to protect American exports 
and relates to secondary concessions through generalization. The 
Reciprocal Trade Act of 1934 d\d not, however, set up any qualifi¬ 
cation to the degree of discrimination necessary for valid refusal 
of generalization. Nor does it appear to make mandatory the ex¬ 
tension of concession to countries with which no most-favored 

nation obligations exist.’® 


” Chapter V, p. 75 - . • ti 

™See statement of President Roosevelt at a press conference in J«ly * 935 , 
Ne^ York Times, July 17, X 935 . U. S. House of Representative, f 

Trade Agreements, Hearings before the Committee on Ways and Means, Wash- 

ington, 1934, p. 10 (statement by Hull to this effect). 
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Up until the proclamation of the Belgian agreement on April 

I935> tlicre was no urgency for a precise definition of policy 
since there were no rates to be generalized. The Cuban agreement 
was definitely stated to be an exception to American most-favored- 
nation policy, and for years has long been recognized as such.®® 
The problem became of immediate importance when the ques¬ 
tion of generalization of concessions by the United States to third 
countries arose. A fairly precise definition of the general policy 
to be followed, including policy upon discrimination, became nec¬ 
essary.®' This statement was forthcoming on April i, 1935. Offi¬ 
cials responsible for the administration of the Act declared: 

Equality of treatment is the keynote of the foreign commercial 
policy of the Government of the United States. The United States 
neither seeks nor accords preferential discriminatory treatment—it 
only asks that a foreign country treat American commerce no worse 
than it treats the commerce of any third country, and in turn accords 
equality of treatment to the commerce of foreign countries. 

In conformity with this policy, reductions in duties proclaimed 
under trade agreements with foreign countries will be extended im¬ 
mediately to the like articles of all countries in return for non- 
discriminatory treatment of American commerce. . . . They will be 
withheld only from those countries which discriminate substantially 
against American trade, with due regard to trade-agreement negotia¬ 
tions now in progress and scrupulous observance of our obligations 
under existing treaties or agreements to accord most-favored-nation 
treatment as long as such obligations remain in force. 


The Government of the United States rejects the view that such 

“ U. S. Department of State, Trade Agreement Signed by the United States 
and Cuba, press release, August 24, 1934, p. i: also New York Times, August 

* 5 , 1934. 

Officials had previously declared that discrimination would be the test. 
U. S. Department of State, Agriculture and Foreign-Trade Agreements, ad¬ 
dress by Cordell Hull before the American Farm Bureau Federation, Nash¬ 
ville, December 10, 1934, Commercial Policy Series No. 5, Washington, 1935, 
pp. 15-16; American Commercial Policy, address by F. B. Sayre before the 
American Association for the Advancement of Science, Pittsburgh, December 

3 i> i 934 > Commercial Policy Series No. 6, Washington, 1935, p. 14; New 
York Times, February 4, 1935. 
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criteria as the relative balance of trade between countries, or the 
absolute height of trade barriers, can be used as proper guides to deter¬ 
mine whether a country merits the enjoyment of our minimum duty 
. . . this country would not refuse generalization of minimum duties 
to a foreign country irrespective of the degree to which it is restricting 
trade, so long as American commerce is accorded its fair and equitable 
share of the permitted importations.®* 

From the standpoint of the present discussion there appear to be 
three fundamental elements in the above extract. 

In the first place, it specifically provides that generalization is 
to be independent of the most-favored-nation obligations of the 
United States in the absence of discriminatory treatment of 
American exports. The narrower policy of extending concessions 
to third countries only when contractual obligations exist is thus 
rejected. 

Secondly, the United States objects to the balance of trade 
or the absolute height of trade barriers as criteria for exceptions 
to generalization policy. The former, it is correctly argued, im¬ 
plies an attempt towards bilateral balancing of trade between 
pairs of countries contrary to the basic multilateral character of 
international division of labor.®® The latter is a subject of much 
controversy and “so complicated by the characteristic structure of 
a nation’s industries and by historical and traditional considera¬ 
tions that any application of such a criterion must, of necessity, be 
arbitrary.”®* 

This latter criterion, the absolute height of trade barriers, has 
been the subject of so much contention in the past that some fur¬ 
ther parenthetical remarks appear desirable. The high single 
column autonomous tariff of the United States has been severely 
criticized abroad mainly because of its effects when combined 
with the unconditional clause. It has been argued that through 
the clause the United States sought equality of treatment In re¬ 
turn for a formidable tariff barrier applied equally to all hence 

” U. S. Department of State, Press Releases, Weekly Issue. No. 288, April 6, 
193s, pp. 212-216, fassim. (Italics the author’s.) 

“ Ibid., p. 216. 

•* Ibid. 
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the French characterization of equality of negation.®" The posi¬ 
tion of the United States in the excerpt above is juridically cor¬ 
rect. It is inaccurate to link the clause with a liberal commercial 
policy, however desirable the latter may be.®® To impair the scope 
of the clause in this fashion would be unfortunate, for equality 
of treatment, if a choice is to be made, can be of much greater 
significance to a nation’s trade than the absolute height of trade 
barriers. Differential tariff treatment may easily destroy a na¬ 
tion’s export trade in part at least, and transfer markets to other 

• AT 

countries. 

The third essential element of the American policy of generali¬ 
zation as enunciated in the extract above is the reciprocal extension 
of equality of treatment in return for equality of treatment. 
While this appears on the surface to be akin to conditional most- 
favored-nation treatment it is not so. The Tariff Commission in 
1919 recommended a policy of non-discrimination in stating that 
American policy should offer “equality of treatment to all coun¬ 
tries that reciprocate in the same spirit and to the same effect.”®® 
Section 317 of the Fordney-McCumber tariff and 338 of the 
Hawley-Smoot Act, in providing for penalization of imports 
from countries discriminating against American exports, are im¬ 
plicitly to the same effect in view of the single column tariff in 
effect during this period.®® In its report to the Senate in 1933 the 
Commission declared that irrespective of treaty obligations, con¬ 
cessions should be generalized to all countries which “the Presi¬ 
dent shall find do not maintain unreasonable burdens on the 

Allix Edgard, “La Clause de la Nation la Plus Favorisee,” Revue 
D^Economie Politique^ March 19, 1933, p. 469. 

** League of Nations, Equality of Treatment in the Present State of interna¬ 
tional Com?nercial Relations: The Most-Favored-Nation Clause^ p. 12. 

"Karl Helfferich forcefully emphasized this point as early as 1901, Handels- 
politiky Leipsig, 1901, p. 97: cited in part by G. Haberler, The Theory of 
International Trade^ William Hodge and Co., Ltd., London, 1936, p. 379. 

** Reciprocity and Commercial Treaties^ Washington, 1919, p. 15. 

The Payne-Aldrich Act of 1909 made non-discrimination the test of extension 
of the general (minimum) duties. 

Clause 12 of the Import Duties Act of 1932 provides for penalty duties up 
to an additional 100 percent ad valorem in cases of discrimination against 
British exports. Royal Institute of International Affairs, The Most-Favoured- 


*52 
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commerce of the United States.”®® Again in 1936 the Commis¬ 
sion reiterated its stand in positing that the test of discrimination 
constitutes no infringement of the clause.®^ It is not therefore a 
new innovation but an established rule of action. It would be 
unfair to argue that concessions must be generalized to countries 
grossly discriminating against American exports. Moreover, such 
extension would eliminate a convenient method of encouraging 
the use of the unconditional interpretation of the most-favored- 
nation clause. It is true, as has been frankly stated by officials, 
that it is a pressure instrument, but such pressure exerted to pro¬ 
mote the utilization of the clause may be condoned since it is in 
the direction of liberalization of commercial policy.®® 

Under the statement above there is a qualification which limits 
the scope of the term “discrimination.” It is clear that simple 
discrimination could not be the criterion. In view of the preva¬ 
lence of discriminatory practices this would have resulted in non¬ 
generalization to numerous countries which in effect would have 
tended to make American policy substantively bilateral and lead 
to some canalization of trade, however slight. Officials therefore 
declared that there would have to be substantial discrimination. 
As will subsequently become clear, this has been the guiding 
fundamental to the policy of non-generalization. 

The administration, in the same release, clarified its position 
with reference to the most-favored-nation clause and the new 
methods of trade-control. The principles enunciated are embodied 
in the various trade pacts, as described earlier in the chapter.®® 

Nation Clause as an Instrument of International Policy, London, 1933, pp. 
20 - 21 , 

“ Tariff Bargaining under Most-Favored-Nation Treaties, p. 2. 

” Extent of Equal Tariff Treatment in Foreign Countries, Washington, 1936, 

p. 8 (mimeographed copy). 

” See statement by F. B. Sayre, of. cit. 

H. F. Grady, while head of the Division of Trade Agreements in the State 
Department, stated that the United States might ignore its most-favored-nation 
treaty obligations in the case of a country discriminating against the United 
States. This has not been done thus far. U. S. House of Representatives, De- 
fartment of State Affrofriation Bill for 1(136, Hearing before the Subcommittee 
of House Committee on Appropriations, 74th Congress, ist Session, Washington, 

1935) p. 62. * I j 

” Referring to exchange controls, they significantly added: ‘ In other wor s, 
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This was, it may be noted, the first official statement concerning 
the definition of non-discrimination in reference to quantitative 
restrictions and exchange controls impeding American exports 

abroad. 

Clearly, the whole policy of generalization rests upon the 
test of discrimination. On April i, 1935 , the President in a letter 
to the Secretary of Treasury applying the requirement of non¬ 
discrimination divided foreign countries into three groups. This 
letter forms the basis of the concrete application of the entire 

policy of generalization. It follows in part; 

The Act to amend the Tariff Act of 1930, approved June 12, 
1^34, provides in part that the President may suspend the applica¬ 
tion of duties proclaimed under the authority of that Act to products 
of countries which discriminate against the commerce oj the United 
States or whose other acts or folicies are in conflict with the -purposes 
of the Act. Pursuant to the above-mentioned provisions of the Act, 
I hereby direct that the duties proclaimed on this date in connection 
with the trade agreement signed on February 27, 1935 , with the 
Belgo-Luxemburg Economic Union shall be applied only to articles 
the growth, produce or manufacture of the countries hereinafter desig¬ 
nated, and to such articles, in the case of country, respectively, for the 
period indicated in the numbered section below in which such country 
is designated: 

1. In respect of the products designated under this item, the 
proclaimed duties shall be applied from the date such duties become 
effective until six months after this date: 

Canada Spain 

The Netherlands and Switzerland and Leich- 

its colonies tenstein 

2. In respect of the products of each country designated under 
this item, the proclaimed duties become effective until thirty days 
from the date on which you are notified by me that the United 


the allotment of exchange should be adjusted to the natural flow of trade and 
not on the theory that the exchange granted for importations from a particular 
country should be regulated by the amount of exchange created by exports to 
that country. The latter policy tends to force a bilateral balancing of trade 
between each pairs of countries, and thus tends to prevent the natural triangular 
or multilateral trade movements and to reduce the total volume of world 
trade.” Op. cit., p. 214. 
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States has ceased, or on a day certain will cease, to be bound by 
provisions of a treaty or agreement providing for most-favored- 
nation treatment in respect of customs duties: 


Denmark 

Germany 


Italy 

Portugal and its colonies 


3. In respect of the products of each country designated under 
this item, the proclaimed duties shall be applied so long as such 
duties remain in effect and this direction is not modified in respect 
of such country.®* 


The third list specifies all other countries not mentioned in groups 
I and 2. 

The first point to be noted in the above statement was the ap¬ 
plication of the minimum or conventional duties to all countries 
notwithstanding the degree of discrimination against American 
foreign commerce. This represented a conciliatory policy en¬ 
deavoring to liberalize American commercial policy to the fullest 
extent possible. It was an attempt to gain cooperation in a con¬ 
certed attack upon the problem of trade discrimination. 

The tripartite division of countries, however, recognizes that 
some reenforcement of American most-favored-nation policy may 
be necessary.®® Included within the first two categories are the 
countries subjecting American exports to substantial discrimina¬ 
tion. To the first group of countries provisional generalization of 
concessions was granted pending the consummation of trade 
agreements then in process. If the negotiations in process did not 
materialize into an agreement, or the countries named did not 
cease to discriminate or agree to extend equality of treatment 
in respect of all forms of trade barriers within the succeeding 
six months, the minimum or agreement rates were to be auto¬ 
matically withdrawn.®® 

It is provided in the second category that reductions in the 
Hawley-Smoot rates, the general duties, were to be extended 


’*U. S. Department of State, Press Releases, of. cit., pp. 216-217. 

” Some such division had been expected for some time. The press used the 
term “blacklist” to apply to countries from which generalization would be 
withheld. Ne<w York Times, February 3, 4, 1935. 

^ U. S. Department of State, of. cit., p. 214. 
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to the countries enumerated only until the United States could 
release itself from existing most-favored-nation obligations to 
these countries. This was intended to clear the way for the pro¬ 
mulgation of new agreements or treaties which would explicitly 
cover all forms of trade-control measures. However, the United 
States offered to guarantee the continued enjoyment of the con¬ 
ventional rates if they would agree not to discriminate or in fact 
cease to discriminate.®^ In reference to both the first and second 
groups the hope was expressed that there would be no necessity 
of withdrawing the minimum and applying the general rates of 

duties. 

The third group of countries was described as “heterogeneous 
in respect to eligibility” for enjoyment of the conventional duties. 
Most of these countries were not seriously discriminating, if at 
all, against American exports. It was declared, accordingly, that 
the acts and policies of these countries would be carefully ex¬ 
amined. Should they be found to offer adverse differentiating 
customs treatment or should the degree of discrimination increase 
substantially, withdrawal of generalization will be considered, 
with due regard to contractual obligations existing.®® Certain of 
the countries in this group were described as already having 
agreed not to discriminate or having ceased to do so in fact.®® 

This initial letter by the President and the exposition of gen¬ 
eralization policy released the same day constitute the foundation 
of American policy in this respect. As each agreement was pro¬ 
claimed and put into operation, foreign countries were classified 
on the basis of the criteria presented above.^®® A study of this 
series of letters from the President to the Secretary of the Treas¬ 
ury brings to light some significant aspects of the policy of gen¬ 
eralization. 

During the remainder of 1935, France was added to the first 
group of countries. By December, however, with a trade agree- 

” Of. cit., p. 212. 

" Op. cit., p. 215. 

” Ibid. 

'“The entire series of letters from the President to the Secretary of the 
Treasury may be found in Treasury Decisions, and Press Releases of the State 
Department. 
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ment already signed, Canada was removed from the first group 
and placed in the third. The apparently successful program of 
negotiations with Spain and the Netherlands also shifted them 
to the third group. By April 1936, the remaining countries, 
Switzerland and France, were also transferred to the last named 
category. Thus group one, for the time being at least, went out 
of existence.^®^ 

Denmark, Italy, and Portugal and its colonies have remained 
up to the present in the second category.^®* Germany abrogated, 
by mutual agreement. Article V of the treaty of 1923 with the 
United States. This became effective October 14, 1935.^°® Since 
Germany continued to discriminate against American commerce 
through her policy of rigid substantive bilateralism, and refused 
to enter into any agreement to cease this discrimination in respect 
of all trade-control measures, the minimum rates were withdrawn 
by the United States. She thus became subject to general or 
Hawley-Smoot rates.^®* 

On June 4, the anti-bounty clause of the Act of 1930 (section 
303) was applied to German exports to the United States. These 
countervailing duties raised rates an estimated 30 to 40 per¬ 
cent above the Hawley-Smoot rates on American imports from 
Germany.^®® By August, however, the additional levies were 

For these changes, see U. S. Department of State, Letter from President 
to Secretary of the Treasury, press releases, July 8, December 2, 1935, Janu- 

ary 9, April 20, 1936. 

cit.y October 3, 1936. 

U. S. Department of State, Treaty Information Bulletin No, 75, October 
1935, p. 13. A notice of one year on October 13, 1934 ) already been given 
by Germany in accordance with the term of the treaty. Ibid., No. 61, October 

1934, pp. 19-20. 

Treasury Decisions, No, 4786^, September i 935 ) PP* 247-^48} U. S. De¬ 
partment of State, Letter from the President to Secretary of the Treasury, press 
release, December 2, i935> New York Times, September 16, 1935 (Germany 
was penalized immediately upon the expiration of the required one year s 

notice). 

^^’^New York Times, June 5, 193^. The chief items covered were cameras, 
china tableware, cotton and rayon gloves, leather gloves, surgical instruments, 
calf and kid leather, glass tree ornaments, metal-covered paper, thumbtacks, and 

toys, dolls and toy figures. 
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removed after an agreement was reached by the two countries in 
which Germany agreed to cease subsidizing exports to the United 

States.^”® 

Italy, while still in the second group, has by mutual agreement 
given notice of abrogation of the treaty of 1871 with the United 
States/®" Since twelve months’ notice is necessary before the de¬ 
nunciation takes effect, the United States is still under contractual 
obligation to generalize concessions to her. Negotiations have been 
suspended, at least temporarily, and it may be expected that, if 
no substantial progress is made in the direction of a reciprocal 
arrangement, Italy will be given the same status as Germany, 
unless discrimination against the United States ceases. In the 
announcement of notice of abrogation, officials stated that a new 
treaty would be sought covering all forms of trade barriers.’®® 

In the cases of Denmark and Portugal, also within this, group, 
while nothing has been announced as yet, it appears likely that un¬ 
less they cease to discriminate or enter into negotiations for a trade 
pact, which itself would mean the removal of trade discrimina¬ 
tion, the fate of Germany awaits them. 

Czechoslovakia, in group three, was evidently one of the coun¬ 
tries discriminating against the United States but agreeing almost 
immediately to enter into a provisional agreement to apply the 
principle of most-favored-nation treatment to all forms of inter¬ 
national trade controls.’®® Australia was also in this category until 
she initiated a new policy in 1936 which substantially discrim¬ 
inated against American exports. She was thereupon subjected to 

August 5 they were removed on several items, and by August 14 they 
had been completely eliminated. New York TimeSy August 6, 15, 1936. 

New York Times, December 17, 1936; U. S. Department of State, Press 
Releases, Weekly Issue No. 377, December 19, 1936, p. 529, 

U. S. Tariff Commission, Commercial Treaties and Agreements of the 
United States, Washington, 1936, p, 4. See infra, p. 231, note 15. 

U. S. Department of State, Press Releases, Weekly Issue No. 288, April 6, 
^935 ) PP* 220-222. Officials declared this to be a temporary arrangement 
pending a more comprehensive trade agreement or treaty of commerce and 
navigation. Ibid. For some interesting comments on how this agreement was 
reached see U, S. House of Representatives, State Department Appropriation 
Bill for 7957, Hearing before the Subcommittee of House Committee on Ap¬ 
propriations, Washington, 1936, p. 29 (statement by H. F. Grady). 
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the general level of tariff rates/^° The specific manner in which 
Australia initiated a policy of substantial discrimination was the 
system of import licensing introduced on May 22, 1936. With 
the exception of typewriters, the collector of the customs is re¬ 
quired to refuse licenses for the importation of the listed com¬ 
modities unless it can be shown that such articles could not be 
purchased from countries with which Australia had a positive or 
“favorable” balance of trade.^^^ This measure is aimed at modi¬ 
fying the passive trade balance with the United States and at 
certain imports from Japan.^^* No progress to date has been made 
towards a settlement of the matter.^^® 

Up to April 1936, when France was shifted from group one 
to group three, there were, in practice, four categories of na¬ 
tions under the operation of American policy. The first two 
received provisional generalization; the third was composed of 
relatively non-discriminating countries; the fourth included 
recalcitrant discriminating countries. After the date above, only 
the second and third groups remained of the original three, with 
Germany and Australia composing the fourth. It is entirely pos¬ 
sible that group one may be revived, for should Denmark or 
Portugal seek a trade agreement, each would probably be in¬ 
cluded in the first category. Should they refuse to cooperate, 
they might suffer the loss of the conventional rates. There are, 
it may be noted, numerous possibilities for a shifting between 
groups according to the treatment now accorded or which may 
be accorded to American exports. 

York Times, June 29, 1936; Treasury Decisions, No. 48405, July 2, 


1936, p. 45. - 

York Times, June 30, 1936. The most important articles from the 

United States were textiles and automobiles. For a list of the commodities sub¬ 
jected to the requirement of import licenses see London Times, May 23, ip6. 
In the latter it was stated that “Licenses will be granted freely to imports from 

good customers'^ (Italics the author’s). 

York Times, June 3 > 1936. League of Nations, World Economic 

Survey, 1935-36, II. Economic and Financial, 1936. H* A. 15, p. 
purpose of Australian policy appears to be succeeding, for an acitve balance o 

trade is forecasted for the first six months of the fiscal year 193^ 37 * 

Times, February 17, 1937- . .. *1,^ 

“• This does not appear to be due to lack of American cooperation in the 

matter. New York Times, November 4, 
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It is appropriate at this point to comment further upon the 
Executive agreement concluded with Russia in July 1935 " One 
of the American concessions to Brazil in the agreement signed 
February 2, 1935, was a reduction in the specific duty on manga¬ 
nese ore from one to one-half cent per pound. Under uncondi¬ 
tional treatment this would have automatically accrued to Russia, 
the chief supplier of American manganese imports.'*® Officials 
declared, however, that extension of this and other concessions 
to Russia would be withheld until several questions concerning 
Soviet-American relations were clarified."® On July 13, 1935, 
the two governments arrived at an agreement in which it was 
declared that Russia was not discriminating against the United 
States or pursuing “other acts or policies which might defeat 
the purposes of the Act of 1934.”'" Unquestionably, the gov¬ 
erning consideration in this reversal of position lay in the Rus¬ 
sian promise to purchase some $30,000,000 worth of American 
goods in the succeeding year."® 

The Russian case illustrates the difficulty of applying the prin¬ 
ciple of most-favored-nation treatment to countries whose foreign 
trade is monopolistically controlled by the State. It was clear to 
American officials that they were discriminating against Ameri¬ 
can commerce."® But it is almost impossible taprove its existence, 
for it can always be argued that price, quality, marketability, and 
terms of sale may be such that other sources of purchases appear 

Supra, Chapter V, footnote 2 (Russia), This is not a trade agreement in 
the sense of the others. It was concluded under the powers of the President 
oyer foreign relations. 

U. S. Tariff Commission, Changes in Import Duties Since the Passage of 
the Tariff Act of 7950, p. 8; U. S. Department of Commerce, Foreign Com¬ 
merce and Navigation of the United States, 1934, p. 183. 

York Times, February 7, April 3, 1935 and Philadelphia Record, 
March 7, 1935. 

Supra, Chapter V, footnote 2. Russia did not lose anything during the 
intervening period in reference to manganese, for the Brazilian agreement did 
not become effective until January i, 1936. 

In the notes exchanged no sum was mentioned. Only an increased purchase 
was^provided. The figure above was contained in a supplementary informal note. 

U. S. House of Representatives, State Department Appropriation Bill, 

/93 7 i Hearing before the Subcommittee of the House Committee on Appro¬ 
priations, Washington, 1936, p. 30. 
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more attractive to the monopoly.^*® One criterion may be the 
trend of purchases in previous years j any sudden diversion con¬ 
stitutes frima facie evidence of discriminatory treatment.^*^ The 
various American trade agreements, as noted earlier, seek to 
apply the clause to monopoly purchase of certain foreign coun¬ 
tries. This involves, in principle, the same problem as Russia but 
on a smaller scale. These appear to go as far as is possible in this 
direction.^**® 

In review, it is worthy of repetition that the policy of generali¬ 
zation rests basically upon the test of discrimination. There must 
be, moreover, substantial discrimination of a flagrant variety. It 
is well known that there are a considerable number of countries 
which might be classified as meeting this criterion.^*® Several con¬ 
siderations have tempered American policy. For one thing it is 
recognized that certain foreign countries have literally been com¬ 
pelled to adopt rigidly bilateral policies of a discriminatory nature 
due to the intense pressure of economic disequilibria. In some 
cases nations have fallen under the sway of other nations upon 
which they have been to a great degree economically depend¬ 
ent.^®* In still other cases, non-generalization may be delayed due 
to the possibility of negotiating a trade pact.^®® The desire to offer 

““ See L. Amery, La Clause de la Nation la Plus Favorisee, Revue ficonomique 

Internationale, November i935> p. 289. 

^ This appears true of the Russian situation, U. S. Department of Com¬ 
merce, Foreign Trade of the United States, 1932) P- i 935 > P- ^ 33 * 

For British experience with Russia and the clause, see E, Dietrich, ‘‘The 
New Model Trade Agreements,** Journal of Political Economy, October 1934) 

p, 605 et seq. 

^ This has been recognized by officials. U, S, House of Representatives, 
Department of State Appropriation Bill for Washington, 1934) PP* * 7 "* 9 > 

ibid., 1935, P- 10i U. S. Department of State, Foreign Commercial Policy of 
the United States, Commercial Policy Series, No. 9, address by C. Hull, Wash¬ 
ington, 1935, p. 8j Ne<w York Times, December 5, 1936 (HulPs address at 
Buenos Aires). U. S. House of Representatives, Extending Reciprocal Foreign 
Trade Agreement Act, Hearings before the Committee on Finance, 75th Con¬ 
gress, I St Session, 1937, p. 1 14* . ^ 

“* Argentina appears to belong to the first group, with Germany and Greece 

providing an example of the second. _ 

Pressure was applied upon France to conclude negotiations. During this 

period there was definite French discrimination against American exports. Hence 
she was placed in group one. 
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foreign nations a conciliatory and sympathetic attitude appears 
to be an all-important consideration. In the light of the earlier 
post-war American commercial policy and the consequent foreign 
retaliations, this is, perhaps, the most expedient policy to pursue. 
The United States does not wish to use a “club policy” to attempt 
to force other nations into line. If the United States resorted to 
non-generalization in many cases, that would, in effect, mean the 
large-scale use of discrimination to combat discrimination. A seri¬ 
ous international trade war with repercussive injurious effects 
would not be an impossible consequence under these conditions. 
It may be seriously questioned whether such a rigid application 
would yield any benefits whatsoever, in fact, anything beyond the 
inherent disadvantages involved. Generating ill-will by too ener¬ 
getically forcing foreign countries to act in a desired direction can 
be only condoned in extreme cases.^*® 

It remains to be pointed out in this connection that section 
338 of the Hawley-Smoot Act is still in force. Providing for the 
penalization of countries pursuing a discriminatory policy, it con¬ 
stitutes a potent weapon. In the light of the above discussion, 
it appears unlikely that it will be used to any greater extent than 
before—in other words, not at all.“^ 

An integral part of the unconditional clause is, as has already 
been pointed out, the automatic generalization of concessions to 
third countries. It may, therefore, be inquired to what extent have 
third countries benefited through the operation of the reciprocal 
trade program? To what extent has the United States gained 

^ Under this view one must disagree with the Minority report of the Ways 
and Means Committee of the House suggesting the application of a rigid test 
of non-discrimination. U. S. House of Representatives, To Extend, the Au¬ 
thority of the President under Section 550 of the Tariff Act of i^jo, as 
Amended^ Report No. 166, 75th Congress, ist Session, 1937, pp. 22-23. It is 
entirely possible that other countries may soon be grouped with Australia and 
Germany. See Hull’s address at Minneapolis, York Times, October 7, 

193^i U. S. House of Representatives, Extending Reciprocal Foreign Trade 
Agreement Act, p. 168 (F. B. Sayre). 

The final declaration of the Foreign Trade Convention of 1935 recom¬ 
mended its use in those cases in which negotiations did not succeed in removing 
discrimination against American exports. Official Report of the Twnty-Second 
National Foreign Trade Convention, New York, 1936, p. xi. 
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from the customs advantages exchanged by the co-contractants, 
with other foreign countries? 

It would be impossible to measure statistically the increase 
in imports into the United States from third countries resulting 
from generalization. The subject matter of economic science is not 
reducible to a rigid cause-and-effect explanation as such an analysis 
would require. On the other hand, it appears possible to calculate 
the extent to which such concessions are applicable to imports 
from third countries. Taking the year 1934, it is estimated by 
officials that $30,000,000 of the imports from third countries in 
that year were within the scope of concessions accorded by the 
United States to the fifteen countries with which agreements 
were negotiated.^*® That is, reductions in the Hawley-Smoot 
level affected this volume of imports from third countries. 

This appears to be a small figure} especially is this noticeable 
when it is compared with the total value of imports in that year 

of $1,655,055,000 of which $644,842,000 were dutiable.^*® It is 
more important to compare this figure of $30,000,000 with an¬ 
other figure. The total value of dutiable imports from trade 
agreement countries upon which duty reductions have been made 
is roughly $71,000,000 on the basis of 1934 trade figures. Non¬ 
trade agreement countries therefore have benefited (in terms of 
the proportion of trade covered) by the program to the extent 

U, S. House of Representatives, Extending Recifrocal Foreign Trade 
A greement Acty Hearings before the Committee of Ways and Means, 75th Con¬ 
gress, ist Session (on H. J. Res. 96), Washington, 1937, p. 118. Another 
estimate based on thirteen agreements arrived at the figure of $25,000,000 based 
on a study of dutiable imports in 1934 and reductions in the Act of 1930. 
P. Bidwell, <‘The Yankee Trader of 1936,” Yale RevieWy Summer, 1936? P* 
719-720. 

U. S. Department of Commerce, Foreign Commerce and Navigation of 
the United States, Volume II, Washington, 1934) PP- 486 and 491 respectively. 
On the basis of an unpublished study by A. Hobson of the University of Wis¬ 
consin based on trade statistics for 1935) it appears that on agricultural products, 
duty reductions applied to 7.0 percent of imports from third countries with 
which no trade agreements were negotiated (includes limited seasonal and 
customs quota concessions). This must be qualified somewhat by the fact that 
the data are based upon the year 1935 when drought conditions resulted in an 
extraordinary increase in imports, some of which were the subject of tariff 

concession. 
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of 42 percent of the benefits to the countries with which agree¬ 
ments have been negotiated. It would thus appear, moreover, 
inaccurate on the basis of these figures to term the agreements 
exclusive and conditional in nature.^*® Economic statistics are, 
moreover, always relative in character and cannot have any sig¬ 
nificance in isolation. It would be necessary to make an intensive 
statistical analysis of the operation of the clause in the past along 
the lines suggested by the above figures before any more definite 
statement could be made concerning the alleged narrowness of 
American policy. 

It has been repeatedly stated that the function of the most- 
favored-nation clause in its unconditional form is to prevent dis¬ 
crimination and diversion of trade into rigidly bilateral channels. 
Under the American bargaining program this objective has been 
sought with a remarkable degree of patience and diligence. True, 
the chief supplier formula along with its subsidiary devices 
described earlier restricts the effect of the operation of the clause, 
but if these were not utilized it would be practically impossible 
to institute any bargaining program, however desirable it may 
be—and it is desirable under present conditions.^®^ The United 
States is not only willing but eager to negotiate trade agreements 
with foreign countries on the basis of equality of treatment and 
the general rule that concessions will be offered on items of which 
they are the leading source of supply. To require that third 
countries should benefit very substantially through generalization 
is not only to argue against a policy of formal bilateralism but 
also reveals a confusion of the purposes of the clause with the 
desirability of lower world trade barriers.”'* 

To the extent the United States utilizes the chief supplier for- 

Cf. P. Bidwell, of. cit.j p. 720. 

It has been the accepted fashion in the old practice of European tariff 
bargaining to restrict the effects of the clause in this fashion. U, S. Tariff Com- 
mi^ion, Tariff Bargaining under Most-Favored-Nation Treaties^ p. 8. 

Foreign countries have praised the entire policy as an admirable one. E.g., 
Editors of the Economist (London), Nevj Deal^ Alfred Knopf, New York, 

* 937 > pp. 116 et. seq. The interesting comment is made that Great Britain has 
gained substantially through generalization, ibid.y p. 118. See also, H. Feis, 
A Year of the Canadian Trade Agreement,” Foreign Affairs^ July 1937, 
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mula the weapon of non-generalization is weakened. A compro¬ 
mise appears necessary between the exigencies of a bargaining 
program and the number and type of commodities which may be 
considered in each pact. However, if it is assumed that the nego¬ 
tiations will ultimately cover the most important foreign coun¬ 
tries exporting to the United States, this argument loses much of 
its force. It appears fair to assume that foreign countries will want 
to gain concessions for their exports to the American market. 
Under these circumstances customs duties will in the end be 
reduced on most of the items for which any one country is the 
leading source of supplyFrom the standpoint of a pressure 
weapon the mere existence of section 338 provides an additional 
means of implementation. 

The converse aspect of American generalization is the exten¬ 
sion to the United States by foreign countries of concessions which 
they may grant to each other. The trade agreements have resulted 
in seven countries granting the United States the promise of 
unconditional most-favored-nation treatment for the first time.”* 
France now accords equality of treatment in a substantial degree 
and greater than ever before. 

The establishment of unconditional most-favored-nation rela¬ 
tions, where formerly on a conditional basis or where no contrac¬ 
tual obligations existed, meant the United States would receive 
simultaneous extra-agreement concessions accorded to other for- 


Australia has been little affected by non-generalization since most of her 
exports to the United States have not been concession items in the various 
agreements, i.e., sausage casings, hides and skins (chiefly Kangaroo and Wal¬ 
laby), furs (undressed coney and rabbit), tallow, combing wool. U. S. De¬ 
partment of Commerce, Foreign Trade of the United States^ i 935 ) Washington, 
1936, p. 159. U. S. Tariff Commission, Changes in Imfort Duties Since the 

Passage of the Tariff Act of 1^30. 

The granting of concessions to other countries on commodities of which 
Germany and Australia are important suppliers would provide a strong weapon 
to eliminate discrimination against the United States. Generalization could then 
be made contingent upon the negotiation of a trade agreement. This would 
prevent the loss of bargaining power which such a step might otherwise involve. 
The danger in such a step is that trade may be diverted into uneconomic chan¬ 


nels. 

Belgium, Sweden, Colombia, Canada, Netherlands, Switzerland and Costa 
Rica. U. S. Tariff Commission, Commercial Treaties and Agreements of the 

United States, Washington, 1936, pp. 3-5. 
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elgn countries by virtue of bilateral agreements previously con¬ 
summated and/or multiple tariff schedules in operation. The 
agreement with Canada, for example, meant the application of 
Canadian intermediate duties to hundreds of commodities not 
included in the specific concessions granted to the United States 
in Schedule I.“® Subsequent agreements by Belgium with 
France, Germany, Italy, and New Zealand automatically meant 
real secondary concessions to the United States under the most- 
favored-nation clause.^® Thus, not only is equality of treatment 
being secured, but in addition reductions are obtained in the bar¬ 
riers obstructing American exports. These secondary concessions 
are also granted by non-agreement foreign countries according 
the United States most-favored-nation treatment under contrac¬ 
tual obligations or as a matter of policy.’®^ 

Concessions to the United States are, of course, generalized 
to other foreign countries. The United States, however, seeks 
concessions on items of which it is a chief supplier or at least enjoys 
a generally superior economic position in relation to other coun¬ 
tries. Before any agreement is consummated the American trade 
agreements organization carefully studies the commercial pro¬ 
visions of all treaties of foreign countries to determine the proba¬ 
ble effects of generalization of American concessions.^®® For this 
reason there is not a great deal of danger that concessions to the 
United States will be lessened in importance by extension to third 

S. Department of Commerce, Trade Agreement vnth Canada^ Press 
Release, November 17, 1935, p. 5. Some 600 items composing about 30 percent 
of American exports to Canada received the benefit of intermediate duties. U. S. 
House of Representatives, Extending Recifrocal Foreign Trade Agreements 

Acty p. I I 8. 

These secondary concessions (both simultaneous, ^.g,, Canada and subse¬ 
quent, tf.g., Belgium) are conveniently summarized by H. Chalmers: “How the 
Most-Favored-Nation Clause Has Helped Our Exports,” Exporters^ Digest^ 
November 20, 1936, p. 5 et, seq, 

Venezuela, for example, generalized to the United States concessions given 
to France in the Franco-Venezuelan trade agreement of August 7, 1936, in 

spit of the absence of any contactual obligation to do so. U. S. Department 
of State, Press Release, January 13, 1937. 

This discussion of the effects of the program upon third countries illustrates 
its multilateral character. 

U. S. House of Representatives, Independent Offices Appropriation Bill, 

^ 937 t Hearing before the Subcommittee of the Committee on Appropriations. 
Washington, 1936, p. 690. 
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countries. Moreover, application of equality of treatment by 
foreign countries insures against the diversion of trade to other 
countries through a forced and artificial system of preferences. 

CONCLUSION 

A recapitulation appears desirable at this point. The fundamen¬ 
tal basis of American policy is equality of treatment in respect 
of all forms of trade-control measures. This is made an integral 
part of each agreement and put upon a reciprocal basis. Non- 
discriminatory treatment is accorded only in return for the same 
treatment. However, generalization is withheld only from coun¬ 
tries flagrantly discriminating against the United States. To en¬ 
able a bargaining policy to be pursued coterminous with the 
application of the unconditional clause certain techniques have 
been devised of which the chief supplier formula is the most 
important. As a means of implementing the policy of equal treat¬ 
ment, punitive weapons in the form of the general rates and 
section 338 lie in the background. In the foreground is a con¬ 
ciliatory attitude endeavoring to achieve a liberalization of com¬ 
mercial policy. 

The American tariff is now in the process of downward re¬ 
vision.^®® When sufficient agreements shall have been concluded 
the results will not differ from those which would obtain under a 
unilateral revision. But an additional advantage accrues in the 
reductions, and generalization, of trade barriers abroad. The re¬ 
quirement of immediate and automatic extension of concessions 
gives the program a multilateral coloring—it is in brief bilateral 
action with plurilateral implications. 

Under the test of discrimination the United States has not only 
surrendered its tariff autonomy but has adopted a multiple tariff 
system for the first time in its history. In principle, it follows 
the well-known general and conventional system—in other words, 
tariff bargaining utilized to reduce the general (Hawley-Smoot) 
rates. The resulting duties constitute the conventional minimum 

See U. S. House of Representatives, Independent Offices Apfrofriation 
Bill for Hearing* before the Subcommittee of the House Committee on 

Appropriations, Washington, 1935, p. 150 (statement by S. Morgan, secretary 
of the Tariff Commission). 
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rates applicable to imports from countries not substantially dis¬ 
criminating against the United States/"” It is thus adopting a 
multiple schedule system which constitutes in itself a threat 
against discrimination. In the background is section 338, a power¬ 
ful pressure weapon, which materially provides a “fighting 

tariff.” 

The scope of the clause is restricted by the negative commodity 
list in several of the agreements and the “Stresa Clause” in the 
French agreement. While the inconsistency of the contingent 
duties provision of the Acts of 1922 and 1930 is recognized in 
their repeal, new inconsistencies have been created by the exclu¬ 
sion of certain items from the promise of non-discriminatory 
treatment. Granted that this is legally valid since any inter¬ 
national agreement of treaty is contractual in nature and is subject 
to the wishes of the contractants, none the less the principle of 
most-favored-nation treatment is violated by such provisions. 

Such a project as the proposed Danubian exception to the 
clause, or the Oslo and Ouchy projects, can be definitely justi- 
fied.‘"‘ But it appears difficult to approve of a clause permitting 
preferential arrangements between one country and a group of 
other countries such as is provided by the “Stresa Clause.” A 
great danger to the principle of equality of treatment lies in the 
tendency of certain authorities to add new exceptions to the 
clause.*"^ New exceptions devitalizing the clause must be care¬ 
fully scrutinized and vehemently objected to unless there are 

If the exclusive preference to Cuba and possibly to the Philippines in the 
future be considered, it would not be incorrect to view the American tariff as 
consisting of three columns. 

The United States has implicitly approved the Danubian project, for in 
the provisional exchange of notes with Czechoslovakia, the United States agreed 
not to invoke the clause in reference to advantages which Czechoslovakia might 
accord to Austria or Hungary and, temporarily at least, to Yugoslavia and 
Rumania. U. S, Department of State, Press Releases, Weekly Issue, No. 288, 
April 6, 1935, p. 221-222. 

Combined with the Montevideo proposal of Cordell Hull, it is evident that 

the United States is seeking to give the clause sufficient flexibility to meet 
practical needs. 

Cf, League of Nations, Reforts Approved by the Conference on July 2jth, 
^ 933 } Resolutions Adopted by the Bureau and the Executive Committee, 
Monetary and Economic Conference, II. Economic and Financial 1933. II. 
Spec. 4. pp, 23-24 (list of proposed exceptions). 
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very substantial grounds for their proposal. The desirability of 
flexibility in the operation of the clause must at all times be 
differentiated from attempts to emasculate its efiicacy as an in¬ 
strument of commercial policy.^*® 

The vigorous application of the unconditional clause by the 
United States is of profound importance. It would hardly be an 
exaggeration to say that the United States rescued the clause in 
the moment of its greatest danger.^** Under the influence of 
American policy the tide of trade barriers is gradually receding 
with the unconditional most-favored-nation clause firmly en¬ 
trenched as the cornerstone of commercial policies. 

“"The Hull resolution, adopted by the Montevideo Conference of 1933, 
which provides that multilateral conventions aiming at a liberalization of com¬ 
mercial policies throughout the world (subject to the Adhesion and Equity 
Clauses) are to be excepted from bilateral most-favored-nation obligations, may 
be said to constitute a step in the direction of greater flexibility. For the reso¬ 
lution and text of the agreement, see U. S. Department of State, Treaty In¬ 
formation Bulletin No. 5/, December 1933, p. 8} No. 52, January 1934) PP- 
20-21, respectively. Parenthetically, this convention constitutes recognition of 
the conflict which may arise between bilateral and multilateral action to reduce 

trade barriers. 

There is no unanimity of opinion on even this type of convention. Cf. League 
of Nations, Equality of Treatment in the Present State of International Com¬ 
mercial Relations, etc. p. 25. 

*** Cf. League of Nations, World Economic Survey, 1934-35J Economic 
and Financial II. A. 14, P- 19: U. S. House of Representatives, Extending 
Reciprocal Foreign Trade Agreement Act, Hearings before the Committee on 
Ways and Means, 75th Congress, ist Session, Washington, i 937 > P* 
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RECIPROCAL TARIFF CONCESSIONS 

During the post-war period the force of economic nationalism 
exerted a strong pressure towards higher tariffs/ With the 
spread of the depression after 1929 from certain raw material 
producing areas into the major countries of the world, accom¬ 
panied as it was by a disintegration of international economic and 
financial relations, rapid and successive shifts in tariff barriers 
to higher levels occurred/ The Hawley-Smoot Act of 1930 
played a significant role in this process, for not only did it ag¬ 
gravate in itself the broken international equilibrium but in part 
it led to tariff and trade reprisals abroad/ 

The reciprocal trade program of the United States is vitally 
concerned with the problem of the demobilization of tariff 
barriers. If the danger of stabilization of tariffs at the present 
level, with an inevitable permanent lessening of the real income 
of the world, is to be avoided, then a direct frontal attack upon 
tariff barriers must be considered indispensable.* If, moreover, 
one of the basic objectives of the American program—the reduc¬ 
tion of world trade barriers with a consequent revival of world 
trade—is to be fully achieved, these tariffs must come down. It 

’League of Nations, World Economic Survey, 1932-33, II. Economic and 
Financial 1933. II. A. 16, p. 193. The industrialization of raw material pro¬ 
ducing countries and the agrarianization of certain industrial countries played 
a central role in this movement. A temporary lull was provided by the World 
Economic Conference in 1927 with its influence extending into 1928. Par¬ 
enthetically it may be noted that agrarian protectionism was not a significant 

factor until after 1925. Agricultural Protectionism, II. Economic and Finan¬ 
cial 1935. II. B. 7, p. 16. 

’League of Nations, World Economic Survey, 1931-32, II. Economic and 
Financial 1932. II. A. 18, p. 281 j U. S. Tariff Commission Eighteenth Annual 
Report of the United States Tariff Commission, 1932, Washington, 1935, p. g. 

World Economic Survey, 1932-33, loc. cit. 

Non-tanff trade barriers are dealt with in subsequent chapters, infra 
chapters IX-XI. r > / , 
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follows, accordingly, that two questions may be asked concern¬ 
ing the American trade agreements. First, what steps are being 
taken towards a demobilization of tariff barriers? Secondly, to the 
extent possible, how substantial has this process been? To answer 
these questions a separate examination of reciprocal tariff con¬ 
cessions on the part of foreign countries and the United States 
may be made. 


FOREIGN TARIFF CONCESSIONS TO THE UNITED STATES 

The trade agreements provide that 

Articles the growth, produce or manufacture of the United States 
of America, enumerated and described in Schedule . . . annexed 
to this Agreement and made a part thereof, shall upon their importa¬ 
tion into ... be exempt from ordinary customs duties in excess of 
those set forth and provided for in the said Schedule.® 


There are two concessions implied here. First, the customs duties, 
stipulated where reductions are granted, supersede the former 
rates in effect. In the second place, these rates along with the 
tariff treatment of other items included in the schedules cannot 
be changed except in the direction of greater liberalization of 
customs barriers.® 


The latter injects an element of stability into the machinery 
of foreign trade through the well-known practice of consolida¬ 
tion or conventionalization of tariffs over a period of time.^ If 


foreign markets are to be regained and expanded it is vital that 
frequent adverse shifts in foreign tariffs such as have character- 


° Brazil, I; Belgium, p. 2; Haiti, I; Sweden, III; Colombia, 1 5 Canada, III; 
Honduras, I; Netherlands, II (Sections A and B of Schedule l) ; Switzerland, 
I i Nicaragua, I; Guatemala, I; Finland, I; Costa Rica, 1 5 El Salvador, I. 
Cuba is a special case which will be discussed later in this chapter. The Belgian 
agreement has no general provisions being in the provisional form of an 
exchange of notes. The French agreement allows France to retain freedom 
of action but Article I provides for the tariff concessions contained in the ap- 

pended schedules. • i j - 

The use of the term ^ordinary” excepts from this provision special duties 

such as anti-dumping, marking and countervailing duties. 

® France excepted, sufra, . 

’ League of Nations, Commercial Treaties; Tariff Systems and Contractual 

Methods, by D. Serruys, II. Economic and Financial 1927. II. 26, p. U* 
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ized recent comercial policies be avoided to the greatest possible 
extent. When a policy of tariff conventionalization is adopted, 
“exporters and importers . . . obtain a secure basis upon which 
to make plans and contracts for future business.”® Needless to 
state, foreign tariff concessions would rest upon an exceedingly 
insecure basis were the foreign contractants to maintain complete 
freedom with reference to the concession items.® 

The tariff concessions provided in the schedules to the various 
agreements are of three types. Most important of these are the 
duty reductions accorded on specified American exports. Further, 
these are also bound against any adverse changes. By the inclu¬ 
sion of certain other items within the schedules, specified duties 
are bound against increase. Finally, products enjoying the free 
list in the foreign countries when incorporated in an agreement 
are assured protection from any transference to the dutiable 
list. In the first two cases, they do not prevent further tariff 
demobilization on the part of foreign countries, but simply bar 
any revision upward on the stipulated items. 

Due to the diversity of foreign tariff structures, any attempt 
to gauge the relative importance of these concessions by foreign 
countries must be based upon a country analysis. Table XII in 
the appendix summarizes by countries the relative importance of 
the three types of customs concessions under discussion.^® The 
statistical data presented contain the number of tariff items af¬ 
fected, the total imports, imports affected by tariff concessions, 
and the relationship of concessional to total imports. Data upon 
imports affected by tariff concessions are further broken down 
into the aggregate and relative importance of duty reduction, 
and duty and free list bindings. 

Before evaluating tariff concessions to the United States on 
the basis of these statistics, some statement is in order concern¬ 
ing the year upon which the above data are based. In four of the 


Statement by the late T. W. Page. League of Nations, European Bargain- 
TariffSy II. Economic and Financial 1927. II. 28, p. 4, 

Cf. U. S. House of Representatives, Reciprocal Trade AgreementSy Hear¬ 
ings before the Committee on ways and means, 73d Congress, 2d Session, 
Washington, 1934, p. 189. 

”P. 3 ^ 6 . 
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fifteen agreements it was necessary to use some year after 1929 
because of the inaccessibility of data for 1929.“ In the case of 
three of these four, viz: Sweden, France, and Finland, tariff 
reductions played a relatively minor role chiefly because of the 
already moderate tariff barriers existing or because of the im¬ 
portance of other trade-control measures. 

The statistics presented below for these four countries may 
be expected to vary somewhat from what they would have been 
had data for 1929 been available. For one thing a certain amount 
of variation from year to year, in the relative importance of the 
concessional items, is likely since trade is dynamic in character. 
Moreover, for individual commodities and concessions of im¬ 
portance in the various agreements, the relative positions may be 
expected to shift during an economic recession such as occurred 
after 1929 since the elasticities of demand for various com¬ 
modities will probably differ so that a shrinkage of purchasing 
power distorts the structure of international trade in an uneven 
fashion. The disparate trends in the movements of prices affect 
the relative importance of concession items in the respective 
trade agreements according to the character of American ex¬ 
ports to the various countries. Again, in so far as currency dis¬ 
turbances affect the external prices of American products, the 
composition of exports to the countries concerned will tend to 
vary with the nature of the demand function. Finally, to the 
extent that higher tariffs after 1929 have played an important 
role in restricting imports from the United States and to the 
extent that concessions have been secured upon these items, sta¬ 
tistics later than 1929 will tend to understate the importance of 

the concessions granted. 

The percentage of total imports from the United States af¬ 
fected by duty concessions ranges all the way from 7*4 percent 
in the case of France to 61.6 percent for Sweden.^* Of the re¬ 
maining countries only three agreements apply to less than one- 
fourth of American exports to each country.^® These three coun- 

^ I.e., Belgium, 1933, Sweden, 1933, France, 1935, Finland, 1934- 

“ These and subsequent statistics are based upon the table referred to above. 
Some explanation of the above low figures for France will be offered later. 

” Haiti, Honduras, El Salvador, 
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tries are Latin American countries occupying a position of lesser 
importance among the trade agreement countries.^* 

To indicate in a general way the relative importance of the 
three types of customs concessions a further breakdown of statis¬ 
tics is necessary.^® In the cases of four countries, over one-fifth 
of the tariff concessions consist of reductions in previous rates. 
Canada falls within this group.In the remaining agreements, 
duty reductions affected a considerably smaller volume of Ameri¬ 
can exports relative to total exports to the countries concerned. 
Less than one-twentieth of American exports were accorded re¬ 
ductions in agreements with Switzerland, France, and El Sal¬ 
vador. A somewhat larger figure applies to eight of the remain¬ 
ing countries. In the case of the Netherlands, no duty reductions 
formed concessions to the United States. 

In five cases, tariff reductions were of greater relative impor¬ 
tance than the binding of existing customs treatment.” This may 
be interpreted to mean that in the other agreements existing 
tariff treatment of American exports was considered more or less 
satisfactory under the circumstances. With regard to the Central 
American countries, for example, tariffs are an important source 
of revenue to the government and it is therefore difficult to se¬ 
cure substantial concessions covering a large portion of Ameri¬ 
can exports.” In other instances non-tariff trade barriers were 
made the focal point of attack. In the case of Finland, it appears 
that the duty reductions have been concentrated upon items 
which were most restricted by high tariffs.” 

From the above discussion it is apparent that taking the agree- 

These countries on the basis of trade in 1929 accounted for $29,492,000 

worth of American exports as compared with $56,047,000 for Colombia and 
$108,700,000 for Brazil during the same year. 

duty reductions, duty bindings, and “freezing” of free list items. 

^^The others are Brazil, Belgium, and Colombia. 

Brazil, Belgium, Haiti, Colombia, and Canada. 

This has been pointed out by the State Department in its analyses issued 

upon the signing of the various pacts. E.g., U. S. Department of State, Trade 

Agreement between the United States and Guatemala, press release. May 2 
*936) p. 4 » 

r- Commission, Trade Agreement between the United States and 

.ul 7 ; PP- be as- 

tned to be the policy pursued with reference to all countries, for this is one 
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ments in toto it appears that a moderate proportion of Ameri¬ 
can exports have been affected by duty reductions. In the pacts 
with Brazil, Belgium, Colombia, and Canada, more sizable 
achievements have been secured in this respect. Further, in the 
cases of Netherlands, Switzerland, and France, relaxation of 
the new measures of trade-control, particularly import quotas, 
have been the objective of American negotiators. Tariff barriers 
in these countries were not considered as the restricting influence 
upon American exports.*® In other countries tariffs constitute the 
backbone of governmental revenue.*^ Sweden has had a compara¬ 
tively low tariff for years so that duty reductions could be ex¬ 
pected to form a minor part of concessions to the United States.** 
If foreign tariff concessions appear moderate with respect to 
total imports from the United States affected, to what extent 
have tariffs themselves been reduced in the various agreements? 
The following table presents an analysis of trade agreement 
items according to the percentage reductions effected in foreign 
tariffs.** An examination of these statistics makes it at once ap¬ 
parent that sizable reductions have been made in rates affecting 
individual commodities. Out of 5^7 items, the total affected by 
reductions in all the agreements, 45^ o'* 85*8 percent were sub¬ 
jected to cuts of one-fifth or more of pre-agreement rates. Fur¬ 
ther, 246 tariff rates or 4^.6 percent of the total benefited by 


of the outstanding possibilities under bilateral action. See F, B. Sayre, America 
Must Act, World Peace Foundation, Pamphlet No. 13, New York, 1936, p. 36. 
“ U. S. Department of State, Trade Agreement between the United States 

and the Kingdom of the Netherlands, press release, December 31, I 93 S> P- 75 
Trade Agreement between the United States and Switzerland, press release, 
January 9, 1936, p. i} Trade Agreement between the United States and France, 
press release. May 13, 1936, PP- I" Netherlands, “crisis control taxes 
and monopoly fees have burdened imports to some extent during recent years. 
Concessions have been obtained reducing and/or binding some of these levies 

affecting- imports. Of, cit,y pp. 8, 11-15. , ^ t>- 

“This is true of Haiti, Honduras, Nicaragua,. Gautemala, Costa Rica, ana 

El J^lvadon^partment Agreement Signed by the United States 

and Sweden, press release, May 25, i 935 > PP* 3 “ 4 * 

” A number of items in the Canadian agreement of minor trade importance 

are omitted from this calculation due either to the lack of data concerning 

old duty or to a change in a duty from a specific to an ad valorem basis. 
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percentum reductions of two-fifths or more. A number of items, 
forming 17.7 percent of the total affected, were reduced by 
three-fifths or over.^* 

Statistics for individual countries follow closely the degree of 
tariff reductions indicated above. In all the countries, with the 
exception of France, the number of items in group II, providing 


Distribution of Items in Trade Agreement 
Schedules According to Percentage 
Reductions in Foreign Tariffs 


Country 

Total 
Number 
of Items 

Per cent 

1-19 

20-39 

40-59 

60 and over 

Brazil 

67 

9 

49 

6 

3 

Belgium 

51 

14 

18 

8 

11 

Haiti 

16 

I 

4 

9 

2 

Sweden 

0.1 

I 

8 

4 

8 

Colombia 

83 

3 

28 

31 

21 

Canada 

153' 

32 


46 

n 

Honduras 

24 


8 

8 

8 

Netherlands 



— ■ 1 



Switzerland 

13 

3 

6 

3 

I 

Nicaragua 

13 

2 

5 

5 

I 

Guatemala 

IZ 

1 1 ■ 

6 

6 


France 

19 

8 

5 

6 

1 

Finland 

9 

I 

2 

c 

I 

Costa Rica 

30 

1 

15 

J 

13 

I 

El Salvador 

16 

— 


3 

13 

Total 

527 

75 

206 

153 

93 


* Excludes some indeterminate items for which data is not available. 

Source: Computed from the schedules in the various agreements as issued by the 

State Department in connection with the analyses published upon the signing 
of each pact. 

reductions between one-fifth and two-fifths, exceeds those in 
group I which contain reductions below one-fifth. Moreover, in 
the cases of five countries—viz., Haiti, Colombia, Honduras, 
Finland, and El Salvador—a considerably greater number of 
tariff reductions fall within the last two groups than the first two. 

In a number of cases, as for example in the Canadian agreement, quite a 
number of items were placed upon the free list and thus accorded a reduction 
o 100 percent. U. S. Department of Commerce, Analysis of Schedule 1 of 
ana tan-American Trade Agreement, press release, November 17, 1935. 
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On the basis of duties reduced below the intermediate rates, 
Canada would also fall within this latter category.®® 

Continuing this discussion of tariff reductions abroad on 
American products, in at least two cases, substantial concessions 
have accrued to the United States through its insistence upon 
equality of treatment. Excluding items in Schedule I, Can¬ 
ada granted lowered duties on American exports valued at 
$240,402,000, or about 29 percent of total imports from the 
United States for the year ending March 1930, as a result of 
the grant of most-favored-nation treatment.®® These secondary 
simultaneous concessions thus affect an important proportion 
of American exports to Canada.®^ France, likewise, through the 
grant of the minimum rates has yielded substantial benefits as 
compared with pre-agreement rates upon a long list of products.®* 
In both of these cases the reductions are the result of American 


” The statistical analyses above are based upon the relevant schedules ap¬ 
pended to the various agreements. In the case of Canada, Schedule I includes 
new duty reductions below existing most-favored-nation rates and duty reduc¬ 
tions accruing to the United States by virtue of the extension of the most- 
favored-nation clause and bound against change by inclusion in the agreement. 
If only the former are considered, the distribution of items for the four groups 
would be 3, II, 40, and 28 respectively. U. S. Department of Commerce, 

of, cit. (by calculation of the items enumerated). 

“U. S. Tariff Commission, Trade Agreement with Canada, Washington, 
1936, pp. 90-91. Because of changes in the arbitrary system of valua.tion of 
American imports for customs purposes, additional reductions in duties^ will 
redound to the benefit of American exporters. Ibid., pp. 94-»03 infra. 


Chapter XI, pp. 256-258. i. tt ■ 

"For some of the secondary subsequent tariff concessions to the United 

States through the generalization requirements of the unconditional clause, see 
H. Chalmers, “How the Most-Favored-Nation Clause Has Helped Our Ex¬ 
ports,” Exporters' Digest, November 20, 1936. 

”lt is estimated by F. B. Sayre that more favorable treatment has been at¬ 
tained with reference to about 4>3*o tariff positions, 560 of which a 
subjected to maximum rates and 3)76o to intermediate rates. U. . ouse 
Representatives, Extending Reciprocal Foreign Trade Agreement ct, 

ings before the Committee on Ways and Means, 75th Congress, ist ess , 

Washington, 1937, p. 121, r . r 

Schedule I, section A, of the French agreement enumerates a list ot item 

excepted from the promise of minimum tariff treatment. \„pp;fied 

are revised upwards and the new minimum equals or excee s e , 

intermediate rates in the Schedule, then the minimum rates automatica y PP Y 

to the enumerated articles. FrancCy I, Schedule I A. 
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most-favored-nation policy rather than specific agreement con¬ 
cessions. Had no agreements been concluded by these countries 
with the United States the alternatives facing them would have 
been either to have granted these rates to the United States or 
else to have suffered the application of the general or Hawley- 

Smoot rates against their exports. 

In seeking a reduction of tariff barriers abroad, the reciprocal 
trade program by implication also aims at forestalling further in¬ 
creases in tariff barriers. Existing customs treatment of all items 
enumerated in the relevant schedules is therefore bound against 
change. This includes a number of items which are bound on 
the free list or at the customs duties prevailing at the time the 
agreement was signed. In all of the trade agreements duty bind¬ 
ings have formed part of foreign tariff concessions. Relatively, 
with the exception of four countries, bindings affect a greater 
proportion of imports than duty reductions.*® Generally speak¬ 
ing, bindings have constituted a significant concession in the cases 
of countries falling within the scope of such factors as the exist¬ 
ence of moderate duties, the importance of tariffs as a source of 
revenue, and the major role played by non-tariff trade barriers as 
obstructions to American exports.®® 

Concessions in the form of “freezing” the customs treatment 
of American products on the free list in the tariff schedules of 
agreement countries played a significant role in only four trade 
pacts—Sweden, Canada, Netherlands, and Finland. It may be 

Brazil, Belgium, Colombia, and Canada. 

Bindings may be a valuable concession with respect to items of importance to 
the United States and upon which no duty reduction could be secured. 

The ensuing data are based upon the table in the appendix referred to 
above. 

"Examples for each of these are Sweden, Guatemala, and Switzerland. 
Netherlands and France are countries with relatively moderate tariff but which 
have severely limited imports by “crisis” taxes and quantitative restrictions. 

An exception to this statement is Netherlands Indies, statistics for which 
have been included with those for the Netherlands proper. For raw material 
producing countries their tariff rates are high, and the United States has been 
able to secure only a binding of certain of these rates. But this is because 
tariffs constitute an important source of governmental income. U. S. Tariff 
Commission, Concessions Granted by the United States in the Trade Agree¬ 
ment wth the Kingdom of the Netherlands, Washington, 1936, p. xxvii. 



RECIPROCAL TRADE POLICY 



fairly assumed that in the cases of the other countries Ameri¬ 
can commodities on the free list must be small and unimportant 
else they might have been the subject of foreign concessions. 

The main conclusion to be drawn from the above discussion 
is that while in most cases the percentage of trade covered by 
duty concessions is modest, yet the reductions upon individual 
items appear to be quite substantial.®^ Moroever, the binding or 
consolidation of existing customs treatment affects, in a number 
of cases, a sizable proportion of American exports to the countries 
concerned. Foreign tariff concessions are apparently being sought 
with a double objective—the cessation of the movement towards 
increased tariff protectionism and the initiation of the process of 
demobilization of world tariff barriers. From this view the 
trade agreements are definitely proceeding along the proper 
lines. 

In passing, some word should be stated concerning the prac¬ 
tice of padding tariff rates in preparation for the negotiation of 
bilateral pacts.®® To the extent that reductions have been granted 
on rates padded for bargaining purposes the concessions granted 
to the United States are illusory.®® Carried far enough this prac- 


** On the basis of types of commodities upon which tariff concessions have 
been granted, items in all the major export groups have been affected, (i.e., 
grains and grain products; meats, fish, and other animal products; fruits, nuts, 
and vegetables; cotton, tobacco, and other vegetable products; leather, fur, 
rubber and products; textiles, lumber, paper and products; non-metallic minerals 
and products; metals and manufactures; machinery and electrical apparatus, 
automobiles and other vehicles; chemicals and related products; specialty and 
miscellaneous manufactures). For further details see Congressional Record, 

Volume 8o, 74th Congress, 2d Session, pp. 10799-10823. 

The significance of individual duty reductions must be considered eyon 

the scope of this study. , 

" Tariff padding is as old as tariff bargaining itself and constitutes one ot 

the dangers of a policy of bilateral action. See League of Nations, urofea 

Bargaining Tariffs, pp. 8 , 145 J- Viner, “Comments on the Improvement o 

Commercial Relations between Nations,” Joint Committee, Carnegie n o 

ment—International Chamber of Commerce. The Imfrovement of om 

Relations between Nations and the Problem of Monetary Sta t t%a ton, > 


SeLrtl foreign countries have been charged with padding in 
for negotiations to conclude an agreement with the United tates. , 

Times, May 6, 1934. Later in the year the York Times, in an e i , 
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tlce could make bilateral action not only meaningless but even a 
process leading to higher trade barriers.®" However, Cordell 
Hull has assailed this practice so vehemently and frequently that 
it is probable that the United States has not been granted many 
illusory concessions of this nature.®® 

THE DOWNWARD REVISION OF THE AMERICAN TARIFF 

« 

American tariff policy has been one of the glaring inconsisten¬ 
cies in the international economic situation during the post-war 
years. A creditor on international capital account, the United 
States instead of relaxing tariff barriers against imports actually 
increased them. While a pyramiding of the investment of long 
term capital funds abroad obscured temporarily underlying weak¬ 
nesses in the American position, the world economic disturb¬ 
ances after 1929 made it evident that a fundamental change in 


characterized the American tariff as already padded by the Act of 1930. Nevj 
York Times, October 19, 1934. 

“The United States Tariff Commission in submitting recommendations on 
tariff bargaining declared, “The Congress should formulate restrictions de¬ 
signed to prevent the inclusion in reciprocity agreements of illusory conces¬ 
sions; that is, the removal of trade barriers or the reduction of tariff rates when 
such barriers and rates had been raised in anticipation of tariff bargaining, the 
amount of the concessions being smaller than or not greater than the previous 
increases of barriers and rates. Specifically, it is suggested that the Congress 
prescribe that all concessions included in the reciprocity agreements, on both 
sides, be made from the rates and relating to the barriers in effect at a date 
which shall be fixed by the Congress.^* Tariff Bargaining under Most-Favored- 
Nation Washington, 1933, p. 3. 

Hull stated in the fall of 1934: “One of the most indefensible practices 
whereby such a policy increasing exports and lessening imports] is intro¬ 
duced into trade agreement negotiations is that of artificially raising the tariff 
rates or other restrictions against the importation of goods which are to be the 
subject of early negotiation shortly before these negotiations are to be under¬ 
taken. . . . We, for our part, shall eschew such practices and seek to negotiate 
with those who share our feelings in this regard.” U. S. Department of State, 
Press Releases, Weekly Issue No. 264, October 20, 1934, p. 257. 

For other statements by Hull in this same vein, see Nev) York Times, July 

^933 (proposal to London Conference) ; U. S. Department of State, Inter¬ 
national Trade and Domestic Prosperity, Commercial policy series, no. 3, ad¬ 
dress by C. Hull, Washington, 1934, p. 10; Treaty Information Bulletin No, 
5/, December 1933, p. 7 (proposal at the Montevideo Conference). 
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American tariflF policy would be necessary if the United States 
was to maintain its creditor position and regain a substantial por¬ 
tion of its pre-depression volume of exports.®® More specifi¬ 
cally, a downward revision of the American tariff was in order.®’' 

The Reciprocal Trade Act of 1934 clothes the President with 
the power 

To proclaim such modifications of existing duties and other im¬ 
port restrictions, or such additional import restrictions, or such con¬ 
tinuance, and for such minimum periods, of existing customs or ex¬ 
cise treatment of any article covered by foreign trade agreements, 
as are required or appropriate to carry out any foreign trade agreement 
that the President has entered into hereunder. No proclamation shall 
be made increasing or decreasing by more than 50 percentum any 
existing rate of duty or transferring any article between the dutiable 

and free lists.®® 

From the standpoint of the discussion in this chapter, the author¬ 
ity to reduce duties and to bind existing customs treatment are 
of prime significance.®® Moreover, the extent to which the Ameri¬ 
can tariff is liberalized under this authority is of profound impor- 


" For an elaboration of this discussion, see Report of the Commission of 
Inquiry into National Policy in International Economic Relations, International 
Economic Relations, University of Minnesota Press, Minneapolis, i 934 > PP- 
118-132; P. Molyneaux, “American Trade Policy and World Recovery,” In¬ 
ternational Conciliation, June 1935- 

" This has been repeatedly stated by American officials as vital to the estab¬ 
lishment of a lasting equilibrium. E.g., U. S. Department of Stay, InternattoMl 
Trade and Domestic Prosperity, address by C. Hull, Commercial policy series. 
No. 3, Washington, 1934, pp. 4-6} American Commercial Policy, address by 

F. B. Sayre, Commercial policy series. No. 6, Washington, i 934 > PP- 
Foreign Trade of the United States, address by F. B. Sayre, Commercial policy 
series. No. 18, Washington, i935, PP- 4-6; Increased Exports with a Diminish¬ 
ing Export Balance, address by F. B. Sayre, Commercial policy senes, No. 


19. PP- 3 - 7 - 

Infra, appendix, p. 304. . 1 

It may be noted that the provision concerning transference of items 

the dutiable and free list is logically redundant since the bnutation of d^ 

reductions to 50 percent precludes this. If an item were transferred between the 

free and dutiable lists it would constitute a 100 percent change in duty T 

repeal of the contingent duties has already been discussed, supra 

” The general aspects of the authority to raise import restrictions and bind 

existing customs treatment are discussed in Chapter III, supra. 
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tance not only to an ultimate evaluation of the entire program 
itself but also as a fundamental determinant of the future course 

of international trade. 

Before examining the effect of the trade agreements upon the 
American tariff, some word may be inserted at this point concern¬ 
ing the basis of American concessions. Tariff concessions by the 
United States are based to a large extent upon the data furnished 
by the United States Tariff Commission in response to Senate 
Resolution 323.'“’ In the resulting study, among other things 
imports into the United States were divided into four classes of 
importance here.'*^ 

1. Articles of which imports have substantially decreased since 

1929. 

2. Dutiable articles of which the imports are less than five 
percent of domestic production. 

3. Articles on which tariff rates exceed 50 percent ad valorem. 

4. Dutiable articles more or less non-competitive and with 
respect to which foreign countries possess advantages.^* 

With this information as the starting point, further exhaustive 
analysis of the items within these categories leads eventually to 
the concessions the United States offers foreign countries.'** Un¬ 
questionably, this exhaustive analysis is being used to a great 
extent in determining the selection of specific American conces¬ 
sion items, for a major purpose of the study was to prepare the 
ground for tariff bargaining.** 

“Adopted January 28, 1933. The resulting study was Economic Analysis 
of Foreign Trade of the United States in Relation to the Tariffs Senate Docu¬ 
ment, No. 180, 72d Congress, 2d Session, Washington, 1933. 

Hull at various times referred to the following types of duties as those 
most clearly “lacking economic justification*’ and towards the reduction of 
which first and greatest effort should be made. Ne<w York TimeSy July 22, 1933 i 
Chamber of Commerce of the United States, Reciprocal Tariff Negotiationsy 
Washington, 1933, p. 4, U. S. Department of State, Treaty Information Bulle- 
tinyNo. 52, January, 1934, p. 19. 

Economic Analysis of Foreign Trade of the United States in Relation to 

the Tariffy p. 1. 

The exhaustive analyses made in the process of determining American 
tariff concessions have already been described, sufray Chapter IV. 

U. S. Senate, of, cit,y loc, cit. The American Tariff League has analyzed 
a number of agreements to determine the extent to which this data is being 
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Because the resolution which required the TariflF Commission 
to compile this data was introduced by Senator Costigan, the 
classes outlined above have become popularly known as the 
“Costigan lists.” These are to be distinguished from the “Sayre 
list” which considers items of which individual foreign countries 
are important suppliers and which has been utilized to maintain 
the bargaining position of the United States irrespective of 
whether or not they fall into any of the above groups. 

In seeking to evaluate the extent to which the trade agree¬ 
ments are lowering the established rates under the Hawley- 
Smoot Act two aspects deserve consideration—namely, the scope 
and degree of tariff reduction provided by American conces¬ 
sions. Because this is primarily a functional analysis and due to 
the fact that only one tariff system is involved, the following 
discussion deals with the effects of the agreements, in toto, upon 
the American tariff. 

According to a tariff count, reductions have been made under 
the first fifteen agreements upon 447 tariff items.^® This compares 
with an increase in duties on 887 items under the Hawley-Smoot 
Act of 1930.^® Considerable qualification to this comparison is 
made necessary by the fact that about 173 new classifications have 
been made under the trade agreements.*^ Even if all these new 
classifications are substracted from the total of 447, the remaining 
figure of 274 is, relative to the increases under the Act of 1930> 
a sizable one. The percentages of the two figures compared with 


used. Their analyses substantiate the statement made above. Monthly Bulletin 
of the American Tariff League, March 1935, p. 7 5 i 935 > P- 4-5 Novem¬ 

ber 1935, p. 5 5 January 1936, p. 4.; May 1936, p. 3 (the agreements with 

Belgium, Sweden, Canada, Switzerland, and France respectively). 

“ Each item for which a separate rate of duty is specified has been considered 
a separate tariff item. This and subsequent figures presenting the number o 
items affected by the trade agreements have been derived from U. S. Commis¬ 
sion, Changes in Imfort Duties since the Passage of the Tariff Act of 193°, 

Third Edition, Washington, 1937, pp- 2 - 37 - . 

** U. S. Tariff Commission •, essentially the same method of counting taritt 

items as described above has been employed. 

Monthly Bulletin of the American Tariff League, December 1936, p. 3 - 
This has been done by new commodity descriptions, new value brackets and in 

some instances both. 
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those for the Hawley-Smoot Act are 54 3 ^ percent re- 

spectively. 

Table XIV in the appendix shows the distribution of these 
447 items over the fifteen schedules composing the American 
tariff.^® Numerically, duty reductions appear to be concentrated 
in five schedules—chemicals, oils and paint j earths, earthenware, 
and glassware} metals and manufactures thereof} agricultural 
products and provisions and sundries/® To the extent that more 
detailed classifications exist in some of the schedules relative to 
others the importance of these differences is lessened. Con¬ 
versely, this factor causes schedules in which tariff specialization 
has not been carried as far to appear numerically less significant 
in the tabulation presented. 

It would seem that, on the basis of the number of items 
affected, the American trade policy is making some headway in 
its attack upon American tariff barriers. The above discussion is, 
however, deficient in two respects. In the first place it gives no 
true indication of the extent to which imports have been affected 
by tariff reductions. Secondly, no indication is given of the degree 
to which customs duties are being lowered. 

With reference to the first, since the United States is employ¬ 
ing the unconditional interpretation of the most-favored-nation 
clause, tariff concessions have been generalized to all countries 
with the exceptions of Germany and Australia. In considering, 
accordingly, the extent to which American duty reductions have 
affected imports it is necessary to include imports from all 
sources. Only in this fashion can the full significance of these 
concessions be realized. 

Dutiable imports into the United States in 1934 amounted to 
$644,842,000.®® Imports from trade agreement countries in 


Infra, appendix, p. 329. 

Table XIII in the appendix shows the distribution by countries of the num¬ 
ber of items upon which reductions in duty have been accorded. 

* It may be reiterated that Cuba is excepted from these calculations since the 

Cuban agreement is a continuation of the reciprocity treaty of 1903 and an 
exception to American policy, 

" U S. Department of Commerce, Foreign Commerce and Navigation of the 
United States j 1934, Volume I, p. i. 
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1934, upon which tariff reductions have been granted, have been 
estimated at appromixately $7i,ooo,CXX).®^ Adding to this latter 
figure the extent to which imports from third countries have 
been affected by these concessions, about $101,000,000 repre¬ 
sents the value of imports, according to figures for 1934, benefit¬ 
ing by reduced duties.®** Stated otherwise, it appears that some¬ 
thing like 16 percent of the dutiable list has been affected by duty 
reductions.®® 

Some further statistics must be noted before the above figure 
is made the basis of any evaluation. Total dutiable imports 
from all trade agreement countries in 1934 amounted to 
$195,168,000.®* This is about 30 percent of total dutiable imports 
from all countries. Moreover, relative to this value figure of 
dutiable imports, reductions have been accorded on about 36 
percent. Thus, when the agreement countries alone are concerned, 
the extent to which dutiable imports have been affected appears 
more impressive. ® 

U, S. Tariff Commission. 

“ Ibid,, and U. S. House of Representatives, Extending Reciprocal Foreign 
Trade Agreement Act, Hearings before the Committee on Ways and Means, 

75th Congress, ist Session, Washington, 1937, p. 122. 

” Including the automatic reductions resulting from the repeal of the con¬ 
tingent duties, this figure would approach Dr. L. Pasvolsky’s estimate of about 
20 percent. Brookings Institution, The National Recovery Problem in the United 

States, Washington, 1937, p. 503. 

“ U. S. Department of Commerce, of, cit, 

” Taking the five major agreements in which duty reductions constitute the 
principal American concession, the figures show a sizable proportion of Amen 
can imports to have been covered. On the basis of 1934 figures, 15 percent, 79 
percent, and 36 percent were the figures for the Canadian, Swiss, and Net er 
lands agreements respectively. Statistics for France and Belgium are not avail¬ 
able for this year, but for the former duty reductions were accorded 32.6 per¬ 
cent of total American imports from that country in i 935 - Belgium 
lowered duties on 23 percent of her exports to the United States in 193 3 * ^ 

reference to Canada, it must be noted that a considerable proportion of her 
exports to the United States enjoy the free list. These figures have been derive 
from the following sources: U. S. Department of State, Tra e greeme 
betvjeen the United States and the Kingdom of the Netherlands, press release, 

December 20, 1935, P- ^3 5 Trade Agreement between the 

France, press release, May 6, 1936, P- 5 5 The Trade Agreement between the 

United States and Belgium, press release, February 27, 1936, PP' 

Tariff Commission, Concessions Granted by the United States tn the Trad 
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The significance of dealing with dutiable imports from agree¬ 
ment countries in addition to total dutiable imports becomes 
more evident when it is remembered that the American tariff 
is in the process of revision. With the passage of H. J. Res. 96 
renewing the authority of the President to negotiate trade pacts 
for an additional term of three years, the program enters its 
second stage.*® Agreements with such countries as the United 
Kingdom and Italy may be expected to lead to a further con¬ 
siderable volume of imports into the United States being affected 
by duty reductions.®’ With the exception of Switzerland and 
Belgium, imports from the trade agreement countries enjoy the 
American free list to an important degree.®® Under these cir¬ 
cumstances, duty reductions could not have been as significant 
as they otherwise might have been. 

The first and second stages of this analysis endeavored to shed 
some light upon the extent to which the American tariff schedules 
have been covered by duty reductions. These did not, however, 
present any evidence concerning the degree to which the Ameri¬ 
can tariff is being revised downward. More specifically, how dras¬ 
tic have the various tariff cuts been.'’ 

It will be recalled that no duty reductions may exceed 50 
percent nor may any item be transferred between the free and 
duitable lists. An inspection of the schedules included in the 
official analyses of the various agreements reveals that by far the 
greater number of duty reductions stipulate cuts of 20 percent 

Agreement with SwitzeHand^ Washington, 1936, xixj Concessions Granted 
by the United States in the Trade Agreement with Canada^ Washington, 1936, 
p. vii. 

Congressional Record^ Volume 81, 75th Congress, ist Session, Washington, 
February 25, 1937, p. 1989. 

"Cf. 'New York Times, March ii, 1936. 

Agreements with Italy, United Kingdom, Argentina, British India, Japan, 

and Germany would involve the consideration for possible American concession 

items of about 37 percent of the dutiable list as of 1934. U. S. Department of 
Commerce, of, cit., loc, cit, 

U. S. Department of Commerce, of, cit,, loc, cit. 

This may be partly the result of the fact that restrictive duties have pre¬ 
vented dutiable items from being imported into the United States. This con¬ 
sideration would hardly apply to Latin American countries, Sweden or Finland, 
due to the nature of their exports. 
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or over.®® A considerable number of these reductions are for the 
maximum 50 percent permitted by law.®® The reductions on a 
considerable number of items put the rates below those provided 
in the Fordney-McCumber Act of 1922.®^ There can be litde 
question that relative to the tariff rates themselves it appears that 
sizable cuts have been negotiated.®® 

Logically, the next step is to determine the actual significance 
which is to be attached to these reductions. That is, on the basis 
of actual imports, to what extent has the incidence of the Ameri¬ 
can tariff been lessened ? It must be admitted at the outset that no 
fully satisfactory method has as yet been devised to measure 


“ U. S. Department of State, various analyses released upon the signing of 
the agreements. Also, U. S. Department of Commerce, Trade Agreement be¬ 
tween the United States and Brazil Exchanges Reciprocal Concessions and 
Assurances, press release, February 7, 1935; dn Analysis of the Agreement 
between the United States and Belgium, press release, March i, 1935 > Trade 
Agreement between the United States and Haiti Exchanges Reciprocal Con- 
cessions and Assurances, press release, 1935; Concessions Granted Canada, press 
release, 1935. In most of these analyses, the percentage duty reduction from the 
pre-agreement rates are already calculated. 

^’This is true of well over loo items. Ih'td, 

®^For illustrations, see tariff paragraphs No. 5, 10, 203, 214, 302 (1), 353 ) 
362, 405, 501, 601, 701 (dairy covins), 737 (c), 764, 1009 (b), 1205, i 307 > 
1402, 1529 (a) as provided in the following: U. S. Tariff Commission, Co;«. 
parison of Tariff Acts of 1913, 1922 and 1930, Washington, ^305 
in Import Duties since the Passage of the Tariff Act of 1930, Third Edition, 


Washington, 1937' r i a * f 

"Seven articles which were affected under section 336 of the Act ot 193 

have been subsequently changed by incorporation into agreements as concession 
items. I.e., paragraph 41 (i93*)> 5^ (i 933 )) 207 (1932)1 3o2 (j) ’ 

503 (1930,721 (b) (1930,769 (1932) (latter duty increased under section 

336)^ In some cases this led to reductions of considerably more than 50 P 
cent below Hawley-Smoot rates {e.g., crude sperm <>‘ 1—75 V^rcent ’ 

The reduction on peas was only a seasonal one. The Cuban agreeme 
rates on cane sugar (1934), egg plant (‘930, and peppers aHj^re^ 

of which had been previously lowered under the flexib e prov ' ^ ^ 

mission. Changes in Import Duties stnce the Passage of the Tratff J 

have been accorded on green peas and white or Irish seed ^his tec 

quotas have also been employed in the Canadian pact. Ibsd., Schedule 7 , mpr , 
Chapter IX. 
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the relative heights of different sets of tariff duties. The current 
method consists of calculations of the percentum relationship 
between duties collected and total dutiable imports or total im¬ 
ports, both free and dutiable.®" The resulting ad valorem equiva¬ 
lent is practically meaningless when computed on the basis of 
imports in individual years. The changing composition of im¬ 
ports with reference to free and dutiable items and com¬ 
modities subject to higher rates of duty as compared with those 
entering at lower rates would make any such average mis¬ 
leading.®* 

A more satisfactory method of measuring average rates of 
duties under different tariff acts by the use of import statistics is 
to apply the same sets of duties to actual imports in a given 
year. The following table presents a comparison between the 
ad valorem equivalent of duties actually paid upon dutiable im¬ 
ports in 1934 and what would have been paid had trade agree¬ 
ment rates been in effect that year. Two assumptions underlie 
these statistics. For one thing, it is assumed that all the trade 
agreements were in force during the entire year, taking into 

”J. Viner, “The Technique of Present Day Protectionism,” The Improve¬ 
ment of Commercial Relations betvjeen Nations and the Problem of Monetary 
Stabilization^ Joint Committee, Carnegie Endowment-International Chamber 
of Commerce, Paris, 193^, pp. 55, 61. 

** A simple unweighted average would not, of course, be satisfactory since 
undue importance would be given to minor items or nominal duties. J. Viner, 

op, cit.y p, 61. 

See U. S. Tariff Commission, The Tariff and its History^ Washington, 
* 934 » PP* 107-108. To make this clear the following comments may be noted. 
Even if no tariff changes were made, changes in the relative quantities or 
prices of important components of imports would affect the average equivalent 
of a tariff. To illustrate, an increase in free list imports due to quantity or 
price changes in important articles would lower the ratio of duties collected 
to total imports and thus lower the average ad valorem equivalent of duties. 
Again, quantity or price increases with reference to items subject to low duties 

will lower the ad valorem equivalent without any tariff changes having taken 
place. 

When tariff changes occur, prohibitory duties by shutting imports will not 
appear in the average computed and accordingly a fall in the ad valorem 
equivalent may appear. Contrariwise, a general reduction of high tariff rates, by 
tending to increase imports, may raise this average. Again the transference of 
an item from the free to the dutiable list, if under a low rate of duty, tends to 
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Value of Dutiable Imports into the United States and 
Equivalent ad valorem Rates, by Tariff Schedules, 1934 



1 

j Value of 
dutiable 
imports 

1 

Equivalent ad valorem 
rate on dutiable imports 

Tariff Schedule 

Based on 
rates 
actually 
paid} 

Computed 
at trade 
agreement 
rate^ 


Thousands 

Per cent 

Per cent 

1. Chemicals, oils, and paints 

I45.438 

38.2 

35-1 

2. Earths, earthenware, and glassware 

19,195 

55.6 

54.8 

3. Metals and manufactures of 

57,802 

35-1 

29.7 

4. Wood and manufactures of 

11,156 

64,945’ 

21.1 

16.8 

5. Sugar, molasses, and manufactures of 

67-3 

57-4 

6. Tobacco and manufactures of 

25,235 

89. 

82.6 

7. Agricultural products and provisions 

138,787 

38.5 

36.8 

8. Spirits, wines, and other beverages 

50,202 

83-9 

44.9 

9. Cotton manufactures 

23,892 

45-3 

43*9 

10. Flax, hemp, jute, and manufactures of 

53,547 

24.8 

23.6 

II. Wool and manufactures of 

21,648 

79*4 

78.9 

12. Silk manufactures 

4,450 

57.8 

51.2 

13. Manufactures of rayon or other syn¬ 
thetic textile 

1,270 

63.6 

57-4 

14. Papers and books 

9,482 

24.8 

23*9 

15. Sundries 

117,794 

35-3 

33-9 

Total and averages 

^644 , 843 

46.7 

40.7 


1 Owing to the fact that the Cuban agreement was in effect from September 3 to 
December 31, 1934, the rates in this column are lower than would otherwise 
been the case to the extent that the reductions granted to Cuba have affected 
the total figures. This factor is not significant except for Schedule 5 and possibly 

Schedule 7. . xt • • o j r* t u- 

^ Rates in the trade agreements with Brazil, Belgium, Haiti, Sweden, Colombia, 

Canada, Honduras, Netherlands, Switzerland, Nicaragua, Guatemala, France, and 

Finland have been applied to imports from all countries except Germany; rates in 

the Cuban agreement have been applied only to imports from Cuba. 

»If the trade agreement with Cuba had not become effective until the end ot 
1934 the equivalent ad valorem for this schedule would have been 95-5 per cent 
instead of 67.3 per cent. This assumes that the quantity and value of imports 

would have remained unchanged. 

* Not giving effect to the concessions granted on tobacco and tobacco products 
in the Cuban agreement which were terminated effective March 17, 1930. 

Source: U. S. Tariff Commission. 



cause the ad valorem equivalent to fall (i.e., ratio of duties collected to total 
dutiable imports). The reverse of this situation may result in a rise in e 

computed ad valorem equivalent. 
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account the exclusive nature of the concessions granted to Cuba.*® 
In the second place, to the extent that imports would have 
changed in value and quantity under the impetus of lower con¬ 
ventional rates, these statistics must be accepted only with some 

qualification. 

With the above considerations in mind, attention may now 
be concentrated upon the accompanying table.®^ Taking all the 
schedules together, it would seem that had trade agreement 
duties been in effect in 1934, the computed ad valorem rate 
would have been six percentage points less than it actually was. 
According to these figures the American tariff appears to have 
been reduced by 13 percent.®* A further inspection shows that 
the greatest reductions are bunched in six schedules.®® These rank 
as follows: (8) spirits, wines, and other beverages; (12) silk 
manufactures; (6) tobacco and manufactures thereof; (13) 
manufactures of rayon and other synthetic textiles; (3) metals 
and manufactures; (i) chemicals, oils and paints. The equivalent 
ad valorem reduction in the first group was almost six times 
as great as that in the second and over twelve times as large as 
the last group above.'^® 

Omitting the “spirits, wines and other beverages” schedule 
which is dominated by the tariff reduction on whiskey, it might 
be concluded that American tariff revision has not progressed 
very far under the new trade policyIt may be submitted that 

** Germany is excluded, and imports of concession items from Australia, 
while included, are believed to be insignificant, U, S. Tariff Commission, 

^ Owing to changes in classification of tariff items, an estimate had to be 
made in some cases of the proportion of imports of a class of items which 
would have been subject to lower rates had they been in effect. 

Le., the figure 40.7 is 13 percent less than 46.7. These statistics would 
have been correspondingly less if the sugar schedule had been excluded. Since 
dutiable sugar comes almost exclusively from Cuba the tariff reduction may be 
considered as applying to practically all dutiable sugar imports. 

Excluding the sugar and molasses schedule which has been affected by the 

preferential reduction accorded Cuba. If included this would have ranked 
second. 

”Thc reductions in percentage points are 39.0, 6.6 and 3.1 respectively. 

The duty reductions in this schedule were, for the most part, to the full 
50 percent permitted by law, Changes in Import Duties since the Passage of the 
Tariff Act of 1930, third edition, p. 25. 
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such a conclusion is not as warranted as might appear at first 
sight. 

In the first place, as was pointed out earlier, the program has 
only completed the initial stage of negotiating Executive com¬ 
mercial agreements with foreign countries. Many of the first 
sixteen countries which have concluded pacts with the United 
States enjoy the American free list upon a large proportion of 
their exports to the United States. 

The second point revolves about the inherent difficulty in 
statistically measuring changes in tariff duties. It will be recalled 
that an underlying assumption of the table preceding was that 
imports would have remained unchanged in quantity and value 
had trade agreement rates been in effect. To some extent, at any 
rate, this would probably not hold true. Since the so-called “Cos- 
tigan lists” have been to a large degree the basis of American 
duty reductions, there is some support for the statement that 
imports would have changed.’^ No statistical analysis is possible 
which would give full weight to the extent to which imports 
would have varied both in quantity and price.’® The inevitable 
conclusion is, therefore, that the average ad valorem equivalent 
method of measuring changes in duties, while significant, must 
be supplemented by additional data if any fair evaluation is to 

be reached. 

When the number of tariff items affected, the proportion of 

” This is especially true of lists 3 and 4—/.^., articles of which imports have 
substantially decreased since 1929 and articles on which tariff rates exceed 50 
percent ad valorem—assuming foreign countries could export to the United 
States under lower rates and assuming" that with reference to list i, hig cr 
duties have been a factor. List 4 contains dutiable articles more or less non¬ 
competitive and with respect to which foreign countries possew advantages. 
These might also be expected to be exported more freely, cetens fartbus. See 
U. S. Department of Commerce, An Analysis of the Trade Agreement between 

the United States and Belgium, press release, March i, i 935 > 

” Even assuming this were possible, the results would by no means be fully 
satisfactory. For illustration, it may be noted that to the extent that relative y 
high duties are reduced and imports tend to increase, the resulting ad valorem 
equivalent might well appear higher than had no duty changes been made. 

It may be noted that the problem of estimating what would have been im¬ 
ported had duties been lower is practically insoluble. This would necessitate a 
quantitative analysis involving all the economic forces of the market. 
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dutiable imports upon which concessions have been granted, the 
percentum reductions in the pre-agreement rates, and the aver¬ 
age ad valorem equivalents of new and old duties are considered 
together, it appears a warrantable conclusion to say that the 
American tariff is being moderately revised downward. The 
13 percent reduction which is the ad valorem equivalent, subject 
to the above qualifications, is by no means an insignificant figure. 
When it is remembered in addition that tariff revision is still in 
process, further support exists for the position taken above.^® 

Up to this point discussion has centered about duty reductions. 
These are, of course, the core of the American concessions granted 
to foreign countries. These reduced duties are, moreover, con¬ 
solidated during the life of the trade agreements.^® In addition, 
other tariff items have been incorporated in the agreement 
schedules enumerating specified commodities in the Act of I 93 ®' 
By virtue of this inclusion, under the general provisions of the 
agreements the customs treatment of these articles is likewise 
bound against any upward revision.”^^ 

” Excluding- sugar this figure would be smaller. 

It is estimated that the Hawley-Smoot Act raised the duties by 12 percent ad 
valorem. B. B. Wallace, H. V. V. Fay, “Die jiingste Handelspolitik der Ver- 
einigten Staaten,” WeltvArtschaftliches Archivy July 1936, p. 16. This figure 
impresses the writer, however, as being too low. 

” See League of Nations, World Economic Survey^ i9S4-s5y Economic and 
Financial 1935. II. A, 14, p. 18. 

The Revenue Act of 1932 in placing import taxes upon coal, oil, copper, and 
lumber affected about eight percent of the free list on the basis of imports in 
1931. Due partly to the fact that these were all specific duties, the ad valorem 
equivalents of these duties in 1933 were quite substantial. The Revenue Act of 
1934 cut furtl er into the free list to the extent of two percent on the basis of 
statistics for 1933 (affected chiefly palm and coconut oil). This was further 
broadened in 1936 to include other oils. For details see U. S. Department of 
Agriculture, Tariff Rates on Principal Agricultural Products^ Washington, 
1936, pp. 64-66; B. B. Wallace and H. V. V. Fay, of, cit.^ p. 23 et, seq. 

The present administration may also be censured for raising four tariff rates 
on minor items in 1936 under the “equalization of costs” provisions of the Act 
of 1930. U. S, TariflP Commission, Twentieth Annual Report of the United 
States Tariff Commission^ 1936, Washington, 1937, p. 34. 

Brazil^ IV; Belgium^ p. 2; Haiti, 11 ; S<weden, IV; Colombia, 11 ; Canada, 
IV; Honduras, II; Netherlands, III; SvAtzerland, II; Nicaragua, II; Guate¬ 
mala, II; France, II; Finland, II; Costa Rica, II; El Salvador, II 

” Ibid. 
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While the benefits of tariff consolidation have already been 
discussed, some further word appears necessary at this point 
concerning American concessions of this nature.’* The binding of 
existing tariff treatment of imports from the various agreement 
countries, aside from the conventionalization of reduced duties, 
has been of negligible significance.’® In direct contrast to this, 
the “freezing” of the duty free status of imports has been an 
important source of American concessions. In seven of the agree¬ 
ments, this constituted the principal concession to the extent that 
90 percent or over of imports into the United States from these 
countries was bound against transference to the dutiable list.*® 
For five countries, the corresponding figure runs over 50 per¬ 
cent.*’ In the Belgian, Swiss, and French agreements this type 


” The conventionalization of tariffs has alwaj's been a very desirable objec¬ 
tive. League of Nations, Commercial Treaties: Tariff Systems and Contractual 

Methods (prepared by D. Serruys), p. 14. 

” U. S. Department of State; analyses of the various agreements issued upon 

signing. On the basis of imports in i934> it tnay be pointed out that the dutiM 
on items composing 3.1 percent were bound against increase. U. S. Tari 
Commission, Concessions Granted by the United States in the Trade Agreement 
with Canada, Washington, 1936, p. vii. In the Swiss Agreement the sarne per¬ 
centage was duty bound, about 6.4 (1934 imports). U. S. Department of State, 
Trade Agreement between the United States and Switzerland, January 9, 1936, 


PP* ct 

Excluding duplications— i.e., concessions granted more than once in ‘‘‘“"e'l 
agreements—twenty-eight items in the first fifteen agreements (Cuba excluded; 

were duty bound. Infra, appendix, table XIII. rr •. j 

“U. S. Department of Commerce; Trade Agreement between the Umted. 

States and Brazil Exchanges Reciprocal Concessions and Assurances, press 
release, February 7, 1935 , P- 5 U. S. Department of State, Trade 
between the United States and Honduras, December 18, 1935. P- 8 ; « 

Agreement between the United States and Nicaragua, March ii, 1936) P- 
Trade Agreement between the United States and Guatemala, May 2, *93 > 
p. 10; Trade Agreement between the United States and Finland, s%, 1936, 

p 265 Trade Agreement'between the United States and Costa 
30, 1936. p. iSrade Agreement between the United States and El Salvador, 

^^Thelfigures in Vhe ^discussion at this point are based upon i934^Ports with 
the exception of Brazil, Haiti, and Colombia, for which 1933 

“ U. S. D.p.,.men. of Commorc., Trai. ^ 

<,„d Haili Recifrocal C«^e,mm mi 

lea.., p. . i, U. S. Depaitmen, of State, Tr^, 

States and S<wedeny press release, May 25, i 935 > P* ^*5 S 
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of concession may be considered negligible for all practical pur¬ 
poses.^* 

There appears to be some question concerning the importance 
of this guarantee of the free entry of specified commodities. 
On one hand, it is argued that these items would have^ re¬ 
mained on the free list anyhow because of traditional American 
policy in this respect. Moreover, it is urged that because of this 
fact it is unreal to picture these concessions as sacrifices, by the 
United States.®* The implication of this view is that tariff con¬ 
cessions, particularly with reference to the eight Latin Ameri¬ 
can countries, have been granted to the United States without 

any quid fro quo. 

The opposite view is predicated upon the tendency abroad 
towards a narrowing of the free list and the imposition of quanti¬ 
tative restrictions upon imports.®® The position of the State De¬ 
partment on this matter has been summarized as follows: 

The United States is one of the very few countries which do not 
levy duty upon imports of coffee. In all others, coffee has regularly 
been subject to duty. In the majority of the countries of Continental 
Europe the duty is equivalent to over ten cents a pound, and ranges 
as high as fifty-nine cents. Moreover, in many European countries 

tvjeen the United States and Colombia, October 9, 1935, p. 35} Trade Agree¬ 
ment betvseen the United States and the Kingdom of the Netherlands, Decem¬ 
ber 21, 1935, p. 22. U. S. Tariff Commission, op, cit,, loc, cit. 

In the cases of Sweden, Colombia, and Netherlands the figure is 60 percent 
or more. 

” U. S. Department of State, The Trade Agreement Signed by the United 
States and Belgium, press release, February 27, 1935, pp. 14-15} Trade Agree¬ 
ment Signed by the United States and Svntzerland, January 9, 1936, pp. 2, 415 
Trade Agreement between the United States and France, May 13, 1936, p, 6. 
No free list items were bound by the French agreement owing to the nature of 
French exports to the United States. 

“E. Dana Durand, “Measurement of Effects of Reciprocal Trade Agree¬ 
ments,” Journal of the American Statistical Association, March 1937, p. 53} 
and comments by F. W. Fetter, ibid,, pp. 62-63} P- W. Bidwell, “The Yankee 
Trader in 1936,” Yale Review, Summer 1936, p. 709. 

** P. W. Bidwell, of, cit,, loc, cit, 

“E. Dana Durand, of, cit,, loc, cit. The United States has bound itself, with 

certain exceptions, against the imposition of quantitative controls. Infra, Chap¬ 
ter IX, 
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the importation of coffee is now subject to import license or quota, 
several of these countries imposing restrictive limitations on the quan¬ 
tity of coffee that may be imported, as a whole or from particular 
areas. Under the present Agreement, the United States gives Co¬ 
lombia assurance of the continued duty-free and unrestricted admission 
of its coffee into the American market for the duration of the Agree¬ 
ment.®® 


One test as to whether or not this type of concession is important 
lies in the attitude of the foreign countries concerned. European 
restrictions, for example, have adversely affected the economies 
of the coffee producing states so that they have been concerned 
over the possibility of this occurring in the United States.®^ The 
non-tropical countries enjoying the consolidation of specified 
free list items probably have even more to fear in this direction 
as the possibility of competition with American production in¬ 
creases the value of this type of concession. 

If the desirability of demobilizing foreign tariff barriers be 
conceded, then it is hardly fair to argue that an American trade 
agreement is open to censure because there were no duties which 
could be reduced. Attention should be turned not to trade agree¬ 
ments of this nature which have been concluded but to possible 


“ U. S. Department of State, Trade Agreement between the United States and 

Colombia, press release, October 9, i 93 S> P- 

The same tenor of this statement appears in two other agreements with refer¬ 
ence to bananas. Trade Agreement between the United States and Honduras, 
December 18, 1935, p. 8. Trade Agreement between the United States and 

Guatemala^ March ix, i 936 > P- 

In inserting the authority to bind existing customs treatment into the bill 

which eventually became the Reciprocal Trade Act of i 934 > Sayre 

dared: “When it comes to bargaining with Latin American countries, we ave 
on the free list numbers of tropical products which cannot be produced in the 
United States, but it is always open to Congress to make dutiable for revenue 
purposes j and there is considerable bargaining power in agre«ng to continue 
articles on the free list during the continuance of the bargaining agreement. 
U. S. House of Representatives, Reciprocal Trade Agreements, Hearings e or 
the Committee on Ways and Means, 73d Congress, ad Session, Washington, 


Wallace and H. V. V. Fay, Weltwirtschaftliches Archiv, op. at., 
p. 56. This article points further to the demand of certain fruit growers for a 

duty on bananas. Ihti, 
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trade pacts with countries offering greater possibilities for tariff 
reductions*® 

THE CUBAN AGREEMENT 

Because of the special nature of Cuban-American commercial 
relations, the tariff provisions of the Cuban agreement have been 
omitted from the preceding discussion wherever possible. This 
agreement is simply an extension and elaboration of the reci¬ 
procity treaty concluded in 1903**^ exclusive and preferential 
in character and constitutes an exception to the American policy 
of formal bilateralism. Upon the signing of this agreement the 

State Department declared: 

Although this agreement has been concluded under the Trade 
Agreements Act of June 12, 1934, it stands, nevertheless, in a separate 
category. Geographical propinquity and historical considerations have 
given rise to especially close economic relationships between the 
United States and Cuba. Reciprocity with Cuba still “is a proposition 
that stands entirely alone.” The Commercial Convention of 1902 
took cognizance of these special considerations in establishing prefer¬ 
ential rates of duty for the products of each country when entering the 
other country. 

The present agreement continues this special customs treatment. 
Each country, in addition to pledging reduced rates of duty for cer¬ 
tain products of special interest to the other, grants exclusive and 
preferential reductions in duty.®® 

The general provisions of the agreement provide that the 
exclusive margins of preference reciprocally exchanged must 

** It should be pointed out that it is very difficult to evaluate precisely the 
benefits to be derived from a consolidation of customs treatment, since they 
vary with the possibility of further import restrictions being levied. 

For detailed discussion concerning the history, provisions, and trade effects 
of this treaty, see Laughlin and Willis, Recifrocky, Baker and Co., New York, 
1902, Chapters X, XI j U. S. Tariff Commission, Reciprocity and Commercial 
Treaties^ Washington, 1919, pp. 317-3441 Effects of the Cuban Reciprocity 
Tr^a/y, Washington, 1929, 

U. S. Department of State, Trade Agreement Signed by the United States 
and Cuba, press release, August 25, 1934, p. i. In the event of the expiration or 
denunciation of this agreement provision is made for the automatic reentry 
into force of the treaty concluded in 1903. Cuba^ XVI. 
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apply to the lowest rates of duties in effect.®^ Moreover, unlike 
the Treaty of 1903, in many cases the maximum duty which 
may be levied is specified in the appended schedules of tariff 
concessions.®® Dutiable items not specified in either schedule are 
to be granted the preferential rate they would have enjoyed had 
they been imported on the day of the signature of the agree¬ 
ment.®® 

A long and impressive list of American agricultural and manu¬ 
factured products are the subject of preferences ranging from 
one-fifth to one-half and in some cases even three-fifths of the 
general rates.®* In addition, duties are reduced in some cases not 
only by this increased preference but by a reduction in the base 
rate. An examination of this schedule makes it apparent that 
Cuba “has granted the United States increased tariff advantages 
on most of those commodities which have been of outstanding 
interest to . . •. exporters to Cuba.”®® The increased preferential 
treatment accorded under this agreement should tend to divert 
further Cuban purchases to the United States.®® 

®‘ Cuba, II, III. Items not specified in the agreement and enjoying the free list 
on the day of the signature of the agreement are guaranteed the continuance of 
this treatment. Cuba, I. 

Under the old arrangement with only the margin of preference stated, it 
was possible to increase the unconsolidated base rate from which the preference 
was calculated. U. S. Tariff Commission, Effects of the Cuban Recifrocity 
Treaty, p. 25. The U. S. Tariff Commission has condemned reciprocal tariff 
concessions based upon percentage reductions with the actual rates not being 
considered. Tariff Bargaining under Most-Favored-Nation Treaties, Washing¬ 
ton, 1933, p. 3. 

“ Cuba, II, III. The margins of preference are, of course, consolidated for 
the life of the agreement. 

“ Cuba, Schedule I; U. S. Department of Commerce, New Trade Agreement 
with Reciprocal Concessions Concluded between Cuba and the United States, 

press release, August 26, 1934? P- 4 ) 

•’u. S. Department of Commerce, of. cit., p. For details concerning 
specific commodities and groups of commodities, see ibid., and U. S. Depart- 

ment of State, of, cit, ^ 

“The Treaty of 1903 provided for preferential margins upon specified com¬ 
modities of 25, 30 and 40 per cent, and 20 percent for all unspecified articles. 
U. S. Department of State, Convention and Supplementary Convention 
the United States of America and Cuba, Treaty Series, Nos. 427 and 428, Was - 

ington, i932> Articles III, IV. 
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Reciprocally, the United States granted exclusive preferences 
of 20, 40 and 50 percent below the general rates on well over 
90 percent of Cuba’s exports to the United States.®’ The margin 
of preference on sugar and tobacco, the most important of 
these, was fixed at 20 percent. The reduction in the base rate 
to which this margin applies was made contingent upon the 
continuance of the agricultural adjustment program with ref¬ 
erence to these commodities. Furthermore, quantitative restric¬ 
tions were placed upon imports of sugar and tobacco into the 
United States.®® 

These reciprocal tariff concessions are, as noted above, sub¬ 
stantively bilateral in nature and therefore unaffected by the un¬ 
conditional most-favored-nation policy of the United States.®® 
Unlike the other agreements it is a pure reciprocity arrangement. 
With reference to other customs matters Cuba is only bound 
to refrain from discriminating against the United States.’®® 


Cubay Schedule II5 U. S, Department of Commerce, op. cit.y loc, cit. Under 
the old treaty a 20 percent preference was accorded to all Cuban exports. U. S. 
Department of State, Convention and Supplementary Convention betvjeen the 
United States of America and CubUy Article IL 

See infray Chapter IX, p. 220, for a discussion of sug;ar quotas under the 
Jones-Costigan Act and the limitation of tobacco imports which became in¬ 


operative upon the invalidation of the AAA by the Supreme Court. 

It may be noted that due to consolidated preferences accorded Cuba, addi¬ 


tional duty reductions may accrue to Cuba as a result of subsequent concessions to 
trade agreement countries. E.g.y the duty concession to Haiti on rum (20 per¬ 
cent to Cuba). Cubay Schedule IIj U. S. Tariff Commission, Changes in Import 
Duties since the Passage of the Tariff Act of /950, p. 25. 

Because of the fact that only tariffs are involved in the reciprocal-preferences 
accorded, Cuba is discussed in the remaining chapters, along with the other 
agreements, which concern non-tariff trade barriers. 


The discussion above does not consider the desirability of preferential relations 
between the United States and Cuba. It is difficult to justify from any view 
this derogation of the spirit of the most-favored-nation clause. 


IX 


QUOTAS UNDER A TARIFF BAR¬ 
GAINING POLICY 

SOME ASPECTS OF QUOTAS AS A METHOD OF TRADE-CONTROL 

An outstanding feature of recent commercial policies has been 
the rise and development of quantitative restrictions upon for¬ 
eign trade. Far from an innovation, such restrictions were known 
and defended even before the World War.^ But if they are not 
new in principle, their scope and technique of application dur¬ 
ing recent years most certainly presents a commercial policy de¬ 
velopment of prime significance.® In an environment of falling 
commodity prices, domestic unemployment of productive factors, 
cessation of long-term capital movements, currency and financial 
derangements, rising trade barriers and gaps in the balances of 
payments in the various countries, any instrument of trade- 
control which could permit quick action in spite of conventional¬ 
ized tariffs, provide a means of differential treatment of im¬ 
ports according to national origin, and finally promise a precise 
and flexible restrictive adjustment of imports, was bound to be a 

popular one.® 

Quotas, by far the most important and most representative 
measure of quantitative control, appeared to fulfill these condi¬ 
tions. Unquestionably, they made any time-consuming process 
such as tariff deconsolidation unnecessary as a prerequisite to 
action. By simple executive decree, imports could be abruptly 

* See J. Grunzel, Economic Protectionism, Clarendon Press, London, 1914- 

’League of Nations, World Economic Survey, 1932-33, Economic and 

Financial 1933. II. A. 16, p. 197. t, k ah 

* For a statement enumerating the purposes for which quotas ave e 
adopted, see International Economic Relations, Report of Commission ot In¬ 
quiry into National Policy in International Relations, University of Minnesota 

Press, Minneapolis, 1934* P- 3 M* 

198 



QUOTAS UNDER BARGAINING 199 

and sharply restricted.'* Moreover, quotas made a direct limita¬ 
tion of imports possible. Under increased tariffs the extent to 
which imports will be shut out is unpredictable since the elastici¬ 
ties of supply and demand may be such that a higher duty may 
fall far short of its anticipated restrictive effect. Furthermore, the 
subsidization of exports directly through export bounties and 
indirectly through currency depreciation tended to make im¬ 
port duties even less effective.® Under quantitative restrictions, 
however, the forces of the market are rudely interrupted and the 
price mechanism barred from effecting any readjustments from 
the side of supply or demand. Imports of a commodity are 
definitely limited to a specified value or quantity by executive 
decree. This apparent predictability of effect was undoubtedly an 
attraction to many countries.® 

When quotas were first re-adopted in 1931, the attempt was 
made to treat all countries equitably.^ But it was not long be¬ 
fore they were utilized as weapons of discrimination partly 
for retaliatory purposes and partly to redress the trade balance 
and relieve the existing pressures on the balance of payments.® 

* League of Nations, Evolution of Commercial Policy since the Econofnic 
Crisisy II Economic and Financial, 1934, II. B. i, p. 9. This was the important 
factor in the adoption of the quota system by France in 1931. E. Dietrich, 
“French Import Quotas,” Journal of Political Economyy December 1933, p. 663. 
Seventy-two percent of the French tariff structure had been bound against 
increases in various tariff treaties previously entered into. 

League of Nations, World Economic Surveyy 1935-36, II. Economic and 

Financial 1936. II. A. 15, p. 183J U. S. Senate, World Trade Barriers in 

Relation to Agriculturey Document No. 70, 73d Congress, ist Session, Wash¬ 
ington, 1933, pp. 79-86. 

For a view questioning the extent to which the effects are predictable, see 
U. S. Department of State, Press ReleasCy March 17, 1934. Speech to be de¬ 
livered by Mr. Herbert Feis before the Foreign Policy Association of Utica, 
New York, March 17, 1934, p. 9. Quotas have constituted the chief measure 
by which creditor countries have sought to maintain the gold parity of their 
currencies in the face of a disparity between the internal and external values of 
the currency unit an attempt to avoid the necessary internal price defla¬ 
tion. League of Nations, Review of World Tradey 1934, II. Economic and 
Financial 1935. II. A. 8, p. 74. 

U. S. Tariff Commission, Extent of Equal Tariff Treatment in Foreign 
Countrtesy Washington, 1936, p. 166. 

U. S. Department of Commerce, “Foreign Tariffs and Commercial Policies 
During 1933,» reprint from Commerce RefortSy February 24, 1934, p. i; 
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From this it was but a short step to quota agreements exchang¬ 
ing a variation in base period, increased contingents, and free¬ 
dom of certain commodities from quantitative restrictions for 
counter-concessions from other countries.® These were frankly 
discriminatory in nature since it was argued by some, notably 
France, that most-favored-nation obligations were inapplicable 
to such non-tariff trade barriers as quotas.^® Under these cir¬ 
cumstances quotas appeared attractive as a method of restricting 
imports since they constituted, in addition, a bargaining weapon of 
considerable force and an instrument to implement a policy of 
bilateral balancing of trade between pairs of countries. 

To divert trade in this fashion by conscious effort violated 
the fundamental principle underlying international trade that 
imports should be supplied by countries able to produce them 
most effectively under the existing distribution of the world’s 
material and immaterial resources. 

In the light of these conditions the deadly effects of quotas 
upon international trade have been an inescapable consequence. 
The application of quota restrictions to exclude imports abruptly 
contributed to an aggravation of economic conditions in countries 
that had once exported the commodities in question. This 
directly and indirectly operated to reduce exports of the country 
applying the quotas. Action and reaction soon meant a vicious 
spiral of trade deflation with all its implications. The relative 
decline in Europe’s share in world trade in 1935 not un¬ 
connected with the fact that quantitative controls of foreign trade 
find their most extensive use in the countries of Europe.^’ 

“Foreign Tariffs and Trade Controls During 1934-,” reprint from Commerce 
Reports, February 9, 1935, p. 2. 

“ U. S. House of Representatives, Reciprocal Trade Agreements, Hearings 
before the House Committee on Ways and Means, 73d Congress, 2d Session, 
Washington, 1934, p. 20. 

The employment of quotas in trade bargaining tends to lessen the advantage 
of flexibility which they are believed to possess as a measure of trade control. 

“ U. S. Tariff Commission, op. cit., H. Chalmers, “The DepreMion and For¬ 
eign Trade Barriers,” Annals of the American Academy of Political and Social 

Science, fu\y 1934, p. 91. . , 

“League of Nations, World Economic Survey, i 935 - 36 > Economic ana 

Financial 1936. H. A. 15, p. 185. Review of World Trade 1935, H. Economic 
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Import quotas thus constitute a trade control measure of 
tremendous destructive force upon the flow of international 
trade.“ The preceding analysis confined itself to the major 
reasons for the widespread adoption of direct quantitative restric¬ 
tions upon foreign trade. But quotas possess other, and im¬ 
portant, disadvantages which provide further ground for their 
elimination as soon as possible. Particularly is this true of the 
administrative aspects of quantitative restrictions. The prob¬ 
lems to be faced involve extremely complex and important 
decisions with reference to the establishment of global quotas, 
allocation among the various exporting countries, and among 
importers along with necessary correlation of these to the func¬ 
tioning of the internal economy. If economic planning can be 
defined as interfering with the forces behind the equilibrating 
factors of supply and demand, then quotas constitute a long 
step forward towards regimented economy.^® If economic free¬ 
dom of action be desirable in principle, then quotas lead to its 
antithesis to an extent which appears undesirable from the 
standpoint of the present organon of economic thought. 

In view of the numerous disadvantages there appears to be 
ample ground for the hope that quotas will be discarded as 
an instrument of commercial policy as soon as possible.'* Re- 


and Financial 1936. II. A. 14, p. 7. The foreign trade of Europe declined by 

two percent in gold value in 1935 while that of all other continents was in¬ 
creasing by six percent. 

See League of Nations, World Economic Survey^ 1932-33, p, 203, Review 

of World TradCy 1933, II. Economic and Financial 1934. II. A. 12, pp. 67-68 

(effect of quotas on triangular trade) j Review of World TradCy 1935, loc. cit,; 

Joint Committee, Carnegie Endowment—International Chamber of Commerce, 

The Improvement of Commercial Relations between Nations; The Problem of 
MoMary Stabilization^ Paris, 1936, pp. 406-407. 

Fixing the global quotas “in the case of a producers’ good, involves ascer¬ 
taining the relative needs of each industrialist who uses it} this in turn implies 
a control of production} and the economy comes more and more under the 
sway of the State and of those bodies or associations to which it may delegate 
Its powers.” G. V. Haberler, The Theory of International Trade, William Hodge 
and Co., Ltd,, London, 1936, p. 348. See also League of Nations, World Eco- 

*935-36) H, Economic and Financial 1936, 11 . A. 15, p, 202. 
Officials of the French Government, which has utilized quotas to a greater 
extent than other countries, have expressed their dissatisfaction with the whole 
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sponsible opinion has repeatedly condemned quotas as exercising 
a pernicious influence upon international commercial relations.^® 
It must be noted however, that, in addition to the special circum¬ 
stances which led to their adoption, strongly entrenched vested 
interests have been created which will resist the abolition of these 
quantitative restrictions upon imports/® But the strangling effects 
of these measures upon international trade, to say nothing of the 
administrative difficulties involved, may compel these minority 
interests to yield. Compared with tariffs, quotas provide an eco¬ 
nomic protectionism considerably less subtle in its restrictive 
effect upon economic development. 

QUOTA PROVISIONS IN THE TRADE AGREEMENTS 

A basic purpose of the trade policy of the United States is the 
mitigation and removal of trade barriers in order to promote a 
restoration of world commerce. Quantitative restrictions, ac¬ 
cordingly, must be the object of a frontal attack of one form or 
another. To what extent have the trade agreements progressed 

in this direction? 

The use of quotas and allied measures of direct quantitative 
restrictions upon foreign trade has been confined chiefly to 

system. See League of Nations, Remarks on the Present Phase of International 
Economic Relations, II. Economic and Financial 1933. II. B. n, p. 29 ^ 0 °*' 

note 2. 

In addition to the previous citations the following may be added. League 
of Nations, Reports Approved by the Conference on July 27, 1933 Resolu¬ 
tions Adopted by the Bureau and the Executive Committee, Monetary and Eco¬ 
nomic Conference, II. Economic and Financial 1933 ' Spec. 4, London, i 933 > 
p. 22; U. S. Department of State, Report of the Delegates of the Umted States 
of America to the Seventh International Conference of American States, Con¬ 
ference Series, No. 19, Washington, 1934, P- 261 (resolution LXVII) ; U. S. 
Tariff Commission, The Tariff and its History, Washington, 1934, p. 63. 
League of Nations, Equality of Treatment in the Present State of International 
Commercial Relations; the Most-Favored-Nation Clause. II. Economic an 
Financial 1936. II. B. 9, p. 25. ^ 

” See statement by F. B. Sayre, U. S. House of Representatives, Extending 
Reciprocal Foreign Trade Agreement Act, Hearings before the House Commit¬ 
tee on Ways and Means, 75th Congress, ist Session, Washington, 1937. P- 
also F. A. Haight, French Import Quotas, P. S. King and Co., London, 193 S> 

pp. 116, 120. 
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continental European countries.” Only four of the countries with 
which reciprocal agreements have been negotiated utilize quotas 
to any considerable extent.” In two of these, France and the 
Netherlands, extensive quota provisions have been written into 
the respective trade agreements with the United States. But 
while the remaining twelve countries do not restrict their im¬ 
ports by quantitative measures, generally speaking, the United 
States has chosen to safeguard its economic relations with these 
countries against any such imposition. Moreover, in a few of 
these eleven pacts specific commodity provisions may be found 
dealing with the imposition of quantitative limitations. 

It is convenient, therefore, to divide the ensuing discussion 
into three parts. First, the general provisions more or less com¬ 
mon in one form or another to all of the agreements con¬ 
summated may be discussed. Secondly, detailed attention may 
be focussed upon the four “quota countries.” Finally, specific 
commodity provisions both in the general provisions and the 
appended schedules may be analyzed. 

A basic provision in the first category is to the effect that 
quantitative restrictions are not to be imposed, except under 
specified conditions, upon items enumerated in the various 
schedules.” Article II of the Brazilian agreement, for example, 
provides— 

No prohibitions, import or customs quotas, import licenses or any 
other form of quantitative restriction or control shall be imposed 
by the United States of Brazil on the importation or sale of any 

” U. S. Department of Commerce, Foreign Tariffs and Commercial Policies 
During 7955, reprint from Commerce Reports, February 15, 1936, p. 1 j U. S. 
Tariff Commission, Regulation of Tariffs in Foreign Countries by Administra- 
tive Action, Washington, 1934, p. z. 

Belgium, Netherlands, Switzerland, and France. U. S. Tariff Commission, 
of. cit, 

Cuba, V; Brazil, 11 ; Flaiti, VI; Sweden, VII; Colombia, V; Canada, VII; 
Honduras, I; Netherlands, VII (duty concession items); Switzerland, VI; 
Nicaragua, VI; Guatemala, VI; France, V (items not now subject to any 
quanuutive restrictions) ; Finland, VII; Costa Rica, VI; El Salvador, VI. The 
provisional Belgium agreement contains no such provisions but stipulates that 
any measure impairing or nullifying any object of the agreement is to be the 
subject of representation and adjustment. Belgium, pp. 3, 41. 
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article the growth, produce or manufacture of the United States of 
America enumerated and described in Schedule I annexed to this 
Agreement, nor by the United States of America on the importation 
or sale of any article the growth, produce or manufacture of the 
United States of Brazil enumerated and described in Schedule II 
annexed to this Agreement, and made a part thereof. . . . 

The chief purpose of this provision is to prevent the impairment 
or nullification of tariff concessions which may be accorded to 
the United States.*® To the limited extent to which quantitative 
measures of restriction have been or may be used by the United 
States it also protects foreign countries against any reduction in 
the value of American concessions. From a broader view this 
clause also tends to discourage the use of quotas and allied trade- 
control measures to restrict imports. The assurance against the 
imposition of quantitative restrictions may, therefore, be said 
to act as a stabilizing factor in the trade relations of the United 
States with the various contracting countries and for the world 
economy as a whole.*^ 

Certain exceptions are provided to the limitation on the 
freedom of action of foreign countries. Six of the agreements 
specify in the same article containing the above provision that it 
is not applicable to prohibitions or restrictions “(a) relating to 
public security; (b) imposed on moral or humanitarian grounds; 
(c) designed to protect human, animal, or plant life . . .; (d) 
relating to prison-made goods; (e) relating to the enforcement 
of police or revenue laws. . . .”** Eight of the remaining agree¬ 
ments contain a broader wording and make these exceptions 
applicable to all provisions that may be stipulated in the agree- 

“ U. S. Department of State, Trade Agreement between the United States 

and Nicaragua^ press release, March ii, 1936) P- 

” U. S. Department of State, Trade Agreement between the United States 

and Finland^ press release, May 18, 193^1 P* 2. ^ 

” Colombia, Vi for the others, Cuba, V; Honduras, Vj Nicaragua, VI; 
Guatemala, VI; Costa Rica, VI; El Salvador, VI. These are really general 

reservations applicable to all provisions of the agreements. 

These have been, moreover, generally recognized exceptions. See U. S. De¬ 
partment of State, Abolition of Imfort and Exfort Prohibitions and Restric¬ 
tions, Convention and Protocol between the United States and other Powers, 

Treaty Series, No. 811, Washington, 1930, pp. 6-7. 
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ments.^^ These exceptions are deemed necessary from the stand¬ 
point of public policy and have also constituted recognized 
exceptions to the principle of equality of treatment.^"* 

Another exception to the stipulation that no quantitative 
restrictions may be imposed by either contracting country con¬ 
cerns “governmental measures operating to regulate or control 
the production, market supply, or prices of like domestic articles, 
or tending to increase the labor costs of production of such 
articles.’”® All the agreements, except the one with Belgium, con¬ 
tain this proviso.*® From an American standpoint this permits, 
without violation of contractual obligations, action such as the 
extension of the principle of the Jones-Costigan Act to other 
commodities, the utilization of section 22 of the AAA, and 
activity under such legislation as section 3(e) of the now defunct 
NRA. More will be said of these later in this chapter. 

In most of the agreements, it may be pointed out, stipula¬ 
tion is made in the event this provision is taken advantage of. 
Before any quantitative restriction is introduced under the au¬ 
thority provided, written notice must be given to the party 
whose exports will be affected and if no mutually satisfactory 

” The Belgian exchange of notes is incomplete, as has been stated earlier and 
therefore contains no such provision. For the eight, Brazil^ II; Haitiy VI; 
Svjeden^ XII; Canaday XII; NetherlandSy XI; SvAtzerlandy XIV; FrancCy XII; 
Finlandy XVI. 

See supray Chapter VII, p. 126. Five of the agreements specifically exempt 
“measures directed against misbranding, adulteration and other fraudulent 
practice, such as are provided for in the pure food and drug laws of the United 
States of America, or the application of measures directed against unfair prac¬ 
tices in export trade such as are provided for in section 337 of the United 
States Tariff Act of 1930’* —HonduraSy V; Nkaraguay VI; Guatemalay VI; 
Costa RicUy VI; El Salvadory VI. 

" Canaday VII. 

The relevant articles for the other agreements are as follows: Cubay V; 
Uaitiy VI; Svjedeny VII; Colombiay V; HonduraSy V; NetherlandSy VII; Switzer- 
landy VI; Nicaragua, VI; Guatemalay VI; France, V; Finland, VII; Costa Rica, 
VI; El Salvador, VI. The Netherlands agreement provides in addition that an 
exception is made “to such necessary measures as may be adopted in extraor¬ 
dinary and abnormal circumstances to protect the vital economic or financial 
interests of the country.” Ibid. The agreements with Cuba, Brazil, Haiti, 

Sweden, Colombia, Netherlands and France do not contain the “labor costs” 
provision 
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agreement can be reached within the succeeding thirty days, 
the limitation may be imposed but the affected government may 
within fifteen days after the imposition give written notice and 
at the expiration of thirty days terminate the entire agreement.*' 
The effect of this termination clause is to cause the co-contractants 
to weigh carefully the possible benefits of any contemplated 

imposition of quotas against the advantages accruing from the 
entire agreement. 

The most-favored-nation provisions in reference to quantita¬ 
tive controls have already been discussed.*® Briefly, in review, 
it may be stated that unconditional most-favored-nation treat¬ 
ment is provided not only in respect of quotas and allied mea¬ 
sures but also of any rules, formalities, or charges connected 
with their administration. The latter provisions aim to prevent 
any concealed discriminatory treatment from diverting trade 
away from the United States. From another view it is a recog¬ 
nition of the destructive possibilities of administrative protec¬ 
tionism. 

Quite a number of the reciprocal agreements provide that 
quantitative limitation by the use of import licenses or permits 
is prohibited unless the global quota is fixed, not to be less than 
for a period of three months, and the regulations covering the 
issuance of such license or permits are published before they 
become effective.*® This provision, of course, refers to those 
instances in which the contracting countries have not bound 
themselves against the imposition of quantitative restrictions 

upon imports. 

Brazil, II; Sweden, VII j Colombia, V; Canada, VII; Honduras, V; Nether¬ 
lands, VII (in reference to duty concessions not now subject to quantitative 
restrictions) ; Switzerland, VI; Nicaragua, VI; Guatemala, VI j France, VI 
(same as Netherlands) ■, Costa Rica, VI j El Salvador, VI. 

“ See supra, Chapter VII, pp. et seq. 

^Brazil, 11 ; Honduras, VI; Switzerland, VII; Nicaragua, VII; Guatemala, 
VII; Finland, VIII; Costa Rica, VII; El Salvador, VIII. The French agree¬ 
ment simply states that equality of treatment is to be accorded under these cir¬ 
cumstances by the French government. France, VI; the other agreements re¬ 
ferred to here make the conditions reciprocal. Unless specifically stated othei- 
wise, this is also true of the other provisions discussed in this chapter. ^ 

The three-month period has been widely used by the French. F. A. Haig t, 
French Import Quotas, P. S. King and Son, Ltd., London, i 935 > PP’ 
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Eight agreements state explicitly that in the event any 
quantitative restrictions on imports are established, certain steps 
must be followed. The Brazilian pact, for example, requires 
public notice of the global import or tariff quota established. If 
these quotas are allocated into national contingents, public notice 
is stipulated concerning such allotment and upon request in¬ 
formation must be presented at all times relative to the extent 
to which such contingents have been filled. Finally, sympathetic 
consideration shall be given to any representations of the con¬ 
tracting nation to the effect that imposition or administration 
of quantitative measures is detrimental to its trade.®® These pro¬ 
visions are an endeavor to prevent an obstruction to American 
exports through the technique and administration of quantitative 
controls. 

The quantitative provisions in agreements with the “quota 
countries” may now be discussed. The general provisions will 
be considered individually only to the extent that quantitative 
provisions in addition to those presented above are incorporated 
in the arrangements. In the Belgian provisional exchange of 
notes, the Belgo-Luxemburg Economic Union promised that 
import contingents such as are included in Schedule I would not 
be reduced.®^ This was a consolidation of existing and liberalized 
quota allocations to the United States. Table VII in the appendix 
summarizes the Belgian concessions in this field to the United 
States and gives an approximation of their relative importance.®® 

On the basis of trade statistics for 1933, 16.16 percent of the 
total Belgian concessions involved quantitative controls. Linseed 
oil cake was freed from the former quota restriction to which it 
was subjected. Contingents to the United States were liberalized 
on lard, corn starch, pork, non-silk hosiery, unornamented and 

Brazil, II. For similar reciprocal provisions in other agreements, see Haiti, 
X (sympathetic consideration proviso only) ; Honduras, VI; Netherlands, VI 
(ibid.)-, Siuitzerland, VI, VII; Nicaragua, VII; Guatemala, VII; Finland, 
VIII; Costa Rica, VII; El Salvador, VI. 

For some of the intricacies involved in the administration of quantitative 
restrictions, see International Chamber of Commerce, Invisible Trade Barriers, 
Berlin Congress, 1937. Document No. 10. 

“ Belgium, pp. ^, 40. 

" Infra, p. 316. 
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non-silk women’s clothing, and collars and cuffs. The former 
constitutes 9.18 percent and the latter group 5.65 percent of 
the total Belgium concessions. Total quota concessions covered 
$2,638,782 of Belgian imports in 1933 of $43,268,000 or 6.08 
percent. The corresponding figure for all concession items, tariff 
and non-tariff, is $16,335,000 or 37.90 percent. 

The Kingdom of the Netherlands, while using quotas ex¬ 
tensively, has done so only as a defense mechanism. Traditionally 
a low tariff country, quantitative controls were adopted primarily 
to secure greater export markets or to forestall any further 
shrinkage of particular foreign markets.®® Under a series of 
“crisis acts” beginning in 1931, Netherlands has placed quantita¬ 
tive restrictions upon a considerable portion of her imports of 
manufactured goods and on some agricultural commodities.®* 
While, in reference to manufactured goods, the proportional 
basic period formula has been used, in 1934 specific national 
contingents were drastically reduced and supercontingents were 
available only through trade agreements with the Netherlands.®® 

The trade agreement with the Netherlands, accordingly, 
makes stipulations not common to the other agreements insofar 
as quantitative controls are concerned. Under Schedule IV 
specific minimum quota concessions are granted to the United 
States.®® These are, moreover, consolidated by Article VI. As 
to items subject to quantitative restrictions and which are not 
included in the list of concessions, the treatment extended on 
February i, 1936, is bound against change.®’ Should either the 
United States or the Netherlands impose any new import or 
custom quotas, the “representative” or basic period formula is 
to be followed as in the other agreements. The Netherlands 

” U. S. Tariff Commisison, Concessions Granted by the United States in the 
Trade Agreement with the Kingdom of the Netherlands, Washington, i 93 ^> 

p. XXV. . ,. , 

“ Ibid. There is centralized control of all phases of the economy in whicn 
agricultural commodities move; i.e,, production, export, import and domestic 

trade. 

“ Ibid. 

Netherlands, Schedule IV. 

” Netherlands, VI. 
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agreed further that if any consolidated contingent to the United 
States, whether in Schedule I or non-concession items, is reduced, 
advance notice of at least thirty days must be given and sympa¬ 
thetic consideration accorded to any representations the American 
government may make. In the event of a failure to reach any 
mutually satisfactory agreement during this period, the United 
States may give thirty days’ written notice to terminate the 
entire agreement.*® This applies only to changes made after 
February i, 1937. In any case, the reduction in the American 
contingent must be in proportion to the reduction in the global 
quota unless the agreement specifically provides otherwise. 
Finally, the general provisions stipulate that both governments 
will endeavor to facilitate the exhaustion of the allotted con¬ 
tingents and give “the most sympathetic consideration” to any 
representations of the other government to effectuate this pur¬ 
pose. 

The quota concessions by the Netherlands and the Netherlands 
Indies are contained in Schedule IV, sections A and B appended 
to the agreement. It may be noted at this point that in Schedule 
III, the Netherlands agreed to purchase American wheat flour 
to the extent of five percent of its annual total wheat flour 
consumption, and five percent of its total annual milling wheat 
imports. In both cases the price must be competitive with the 
world price for wheat or flour of a comparable grade and 
quality.*® These constitute a concession to the United States 
under the mixing regulations which the State monopoly control 
over wheat and flour require.^® 

It is Schedule IV, however, which provides important quota 
concessions to the United States. Table IX in the appendix 
presents these concessions in tabular form.^’ As the Tariff Com¬ 
mission has pointed out, no accurate comparison can be made 

" Ibid. 

The American annual contingent is to be divided into twelve equal parts, 
and any deficit in one month need not be added to the next months’ purchases, 

U. S. Tariff Commission, loc. cit. Because of the drought-created shortage 

of production in the United States no advantage has been derived from this 
concession as yet. 

Infra, p. 317. 
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between the “agreed” quotas under this Schedule and the pre¬ 
agreement status, since the unilateral autonomous quota system 
operated by the Netherlands simply states a maximum upper 
limit to imports from each country without the establishment of 
national contingents. Since the quota concessions are convention¬ 
alized or consolidated minimum quantities, the two are not 
comparable.*’* Thus, while quantitatively certain of the listed 
minimum contingents of products such as nitrates are less than 
imports into the Netherlands in 1935, this means simply that 
under the agreement a minimum is guaranteed subject to super¬ 
contingents or additional allotment. In most cases statistics, where 
available, show the “agreed” quotas providing a guaranteed con¬ 
tractual minimum contingent to constitute sizable increases over 
purchases in previous years. In some cases the quota concessions 
have clarified the situation concerning the existing quantitative 
controls over certain American imports listed in the Schedule.*^ 

Since customs duties are relatively moderate in the Nether¬ 
lands, the chief concessions to the United States lie in the quota 
provisions discussed above.** Under these circumstances it is 
expected that these liberalized contingents will be “the principal 
means whereby the market opening for American products in 
the Netherlands can now be enlarged” through a trade agree¬ 
ment.*® 

Like the Netherlands, Switzerland placed few restrictions 
upon imports in the past.*® However, with a decline in such 

Op. cit.y p. xxxviii. 

" U. S. Department of State, Trade Agreement between the United States 
and the Kingdom of the Netherlandsy press release, December 20, i 935 > P* 

Schedule I binds the present moderate customs treatment of American im¬ 
ports, and in some cases import monopoly fees which play a significant role in 
the “crisis control” instituted have been reduced and consolidated. These con¬ 
cessions affect 35 percent of American exports in 1929 and 45 percent in 1931- 

U. S. Department of State, op. cit.y p. 10. 

Import monopoly fees will be considered in the following chapter. 

“ Ibid., p. 8. While none of the quotaed commodities appear among the lead¬ 
ing twenty-five items imported into Netherlands, most of the latter commo i 

ties appear in Schedule I. For the leading items, see ibid, p. 2. 

“ U. S. Tariff Commission, Concessions Granted by the United States in e 

Trade Agreement viith Switzerland, Washington, 19^6, p. vi. 
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credit items in her international balance of payments as exports, 
tourist expenditures and servicing on foreign debts, Switzerland 
attempted to redress her trade balance by restricting imports.**' 
Under the laws of December 23, 1931, and October 14, 1933, 
quantitative restrictions upon imports became the chief weapon 

in this direction.^® 

The only general provision in the text of the Swiss agreement 
not found in the “non-quota countries” with which agreements 
have been negotiated is to the effect that quota concessions 
enumerated in Section B of Schedule I are conventionalized dur¬ 
ing the life of the agreement.^® A list of these items, including 
the old and new quotas, may be found in the appendix.®® Under 
these quota concessions, approximately 40 percent of Swiss im¬ 
ports from the United States are affected.®' Since these quanti¬ 
tative restrictions are the foremost Swiss trade-control measure 
and since they applied to over 50 percent of all American exports 
to Switzerland, these quota relaxations were “the primary aim 
of negotiations.”®® It is anticipated that the contingents prescribed 
above will enable “most important American products to move 
into Switzerland in sufficient quantities to fill the normal con¬ 
sumer demand.”®® This would appear entirely possible under 
the liberalization and consolidation of quotas conceded by 

Switzerland.®^ 

Attention may now be focused in some detail upon France, the 
fourth of the “quota countries” with which a reciprocal trade 

" Ibid. 

“ p. vii. 

Svjitzerland^ I, 

^ Infra, p. 319. 

U. S. Department of State, Trade Agreement between the United States 
and Switzerland, press release, January 9, 1936, p. i. 

U. S. Tariff Commission, of. cit., pp. vi-vii, 

U. S, Department of State, loc. cit. 

For support for this statement, see U. S. Tariff Commission, of. cit., pp. 
x-xiii, and U. S. Department of State, of. cit., pp, 10-16. 

All Swiss concessions affect about 70 percent of total Swiss imports from the 

United States on the basis of trade figures for 1928 and 1931, while for 1934 

and 1935 the corresponding figure was 60 percent. U. S. Tariff Commission, 
of. cit., p. ix. 
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agreement has been negotiated. It is in this country that the 
quota as an instrument of international trade control was first 
revived after 1929. It is here also that it has found its most 
extensive employment and greatest development. The trade 
agreement negotiated with the United States might be described 
as the logical outcome of the arrangements entered into in 1932. 
In the spring of that year, the United States vigorously protested 
against the discriminatory manner in which France had fixed 
unilateral quotas upon American goods.®® On May 31, an agree¬ 
ment was reached whereby France promised most-favored-nation 
treatment on the basis of prior importations.®® Moreover, the 
contingents granted were not to be less than 10 percent of 
importations in 1931 where total imports of the respective com¬ 
modities were equal to or greater than this figure} where less 
than 10 percent, the quota was to be fixed at the 1931 level. 

Near the end of 1933 France introduced a new policy which 
allotted to foreign countries only 25 percent of their proportional 
quota, and left the remaining 75 percent to be bargained for by 
the respective foreign countries.®^ Because of the wine concessions 
granted by the United States, France, in a note to the American 
Embassy in Paris, declared that the United States would be 
excepted from this policy and that the arrangements of 193^ 
would continue in force.®® 

The French trade agreement with the United States, as might 


“ See New York Times, April i6, 17, 1932. It was stated by the press at that 
time that officials were contemplating the use of Section 338 of the Tariff Act 

of 1930. j VI, 

Unilateral quotas, or contingentements d^autoritSy are to be contrasted wit 

bilateral ‘‘agreed” quotas or contingentetnents atniables, 

“ U. S. Department of State, Press Releases, Weekly Issue No. i 4 i> June 11, 

> 932 . pp. 563-564, 

"F. A. Haight, French Imfort Quotas, pp. 104-105. 

“ U. S. Department of State, Press Releases, Weekly Issue No. 224, January 

> 3 ) > 934 . P- 8. • 

Great Britain and Germany strenuously protested this apparent discrimina¬ 
tion. F. A. Haight, of. cit., pp. 105-107. Both cases were satisfactorily settled. 
This arrangement was continued in substance with some changes y an agree 

ment on January 21, 1935. „ « 

It is interesting to note that in spite of these arrangements, Secretary Hull 
warned France concerning existing discriminations against the Unite 

York Times, April 3, 1935* 
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be expected, deals to a greater extent than any of the others 
with the problem of quantitative restrictions. As in the case of 
the other “quota countries” discussed above, only those pro¬ 
visions will be considered here which are not standard provisions 
common to most of the trade agreements. Article I bars France 
from increasing customs duties, or levying any other new or 
higher duties, fees, or charges of any kind on any products 
enumerated or described in Schedule III except under the 
authority of French legislation in force on the day of the sig¬ 
nature of the agreement.®® With respect to customs duties, in¬ 
creases are also possible if deemed necessary “with a view to 
protecting the essential economic and financial interests of the 
country.” France is obliged, however, to give notice of fifteen 
days before increasing any import duty, and, during the life of 
the agreement, increases can become effective only on the first 
day of a full calendar quarter. This introduces an element of 
stability into the export trade in commodities covered by quotas. 
Moreover, if, before the expiration of thirty days after the 
effective date of the increase, no satisfactory arrangement pro¬ 
viding for compensatory modification in other terms of the agree¬ 
ment can be reached, the entire pact terminates automatically at 
the end of this period. The chief purpose of these provisions is 
to prevent any additional customs duty or other charges from 
impairing materially the quota concessions given to the United 

States by making it difficult or impossible to exhaust the allotted 
contingent.®® 

In Article VI it is stipulated that where global quotas, un¬ 
allocated into national contingents, are employed they are to be 
subject to import licenses.®' The issuance of these permits is to 
be upon the basis of the principle of complete equality of treat- 

I. This and the following related provisions are applicable to 
Schedule II also which provides for duty concessions. 

In common with all agreements, Article I, stipulates that all quantitative 
restrictions established or maintained must be allocated on the basis of the 
rejiresentative period” formula. 

U. S. Department of State, Trade Agreement between the United States and 

trance, press release. May ,3, 1936, p. ,0. Analysis of the General Provisions 
and Reciprocal Concessions. 

France, VI. The United States reciprocally promises to do likewise. 
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merit. It further provides that France will accord supplementary 
quotas to the United States in addition to those previously allo¬ 
cated under the “representative period” formula. The amounts 
are not to be less than those specified in Schedule III. These 
additional quotas may be revised on July i of 1937 and the suc¬ 
ceeding years but before any reduction is made, notice in writing 
must be given and not less than thirty days provided for discus¬ 
sions. If at the end of this period no agreement can be reached 
or compensatory modifications determined upon, the entire agree¬ 
ment automatically ceases to have force thirty days after the 
effective date of the proposed change. 

These supplementary quotas appear inconsistent from the 
standpoint of American policy. The United States has vigorously 
argued that it seeks its proportional share of the imports of vari¬ 
ous commodities which it supplied in a “representative period” 
prior to the imposition of existing quantitative trade-control meas¬ 
ures. Yet here it has acquired what appears to be more than its 
porportional share. This constitutes a violation of the only satis¬ 
factory formula thus far devised to reconcile quota controls and 
the most-favored-nation clause. True, it is an improvement in 
the American position, but this must be balanced against the in¬ 
consistency in its application of a principle of considerable im¬ 
portance.®* 

In addition to the provisions in the text of the agreement and 
Schedule III, further stipulations regarding quantitative controls 

" See U. S. Department of State, Trade Agreement between the United States 

and France^ pp. 1-4. . 

It may be observed that a similar situation appears to arise in those cases in 

which specified minimum quotas are so large that the foreign country cannot 
give other countries a representative share of the imports of the commo ity in 
question because they do not consider it feasible to enlarge sufficiently t e tota 

quotas established for all countries. .11 * j 

It also appears in this connection that where the United States is alloca e 

a share of the imports of a commodity equal to that supplied during a repre¬ 
sentative” period full equality of treatment is accorded only if no other country 
is granted a share greater than it supplied during the same period. In this case, 
“equitable” rather than most-favored-nation treatment is secured. ^ 

If this formula does not appear satisfactory in all respects the remedy lies in 

the abolition of the pernicious system of quotas. 
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are to be found in the appended Protocol. Paragraphs 4 to 8 
elaborate somewhat the technique of administration to be fol¬ 
lowed with respect to concession items under quotas. The United 
States is to be informed quarterly through the Embassy in Paris 
of the publication of the global quotas or any change therein 
and of the contingents allotted to the United States.®® Considera¬ 
tion is to be given to any requests by the United States for the 
re-allocation to the current quota period of unused portions of 
industrial quotas of the preceding quarter. In allotting contin¬ 
gents on a quarterly basis, the seasonal character of certain im¬ 
ports is to influence French action. In line with France’s policy 
heretofore, France promises to abide by requests by the United 
States that the administration of certain industrial quotas be en¬ 
trusted to qualified American organizations.®* 

Somewhat related to the latter provision is the stipulation con¬ 
cerning the’ establishment of a new quantitative restriction upon 
the importation of an industrial product. In this case a provisional 
quota corresponding to importations in the previous year is to 
be accorded the United States, “in order to permit conversations 
between representatives of the interested industries, with the ob¬ 
ject of reaching an understanding, acceptable to the two Govern¬ 
ments, on the definitive bases for calculating the quota to be 
allotted to the United States.”®® This provision has been incor¬ 
porated in France’s trade agreements with other nations forming 
the basis of the so-called contingentements amiables.^^ If no agree¬ 
ment is reached, or none which is satisfactory to the French 

"The United States reciprocally promises to do likewise in the event it should 
establish quantitative restrictions upon French imports. 

France has done this to a considerable extent in the administration of the 

quota system. A global quota is allotted to the foreign country, and an 

organization in the latter country regulates exports of that commodity to France. 

This has also been a point of criticism in France. F, A. Haight, French Import 
Quotas, pp. 32-34, 

^France, Protocol, p. 2. 

See F. A. Haight, of. cit., p. 29 et seq. This term applies also to quotas 
established by negotiations between governments in a bargaining process. Where 
industries in the two countries confer as above, industrial ententes result and the 

pertinent exports of one may be subject to the formality of export certificates 
in administering the quota allotted. 
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Government, then the “representative period” formula is to be 
used. 

France and the United States reciprocally promise to do their 
utmost to facilitate the full utilization of the allotted contingents. 
Moreover, when France considers American quotas exhausted 
according to French statistics, the American Embassy in Paris 
must be notified before further imports are barred. Notice of 
exhaustion to importers must be delayed ten days to give the 
United States an opportunity to offer statistics which might justify 
a change in the decision to suspend further imports. Should the 
contingent be actually exhausted, then imports in excess of the 
allotment are to be charged against the quota for the following 
period. 

Paragraph lO retains the arrangements existing previously to 
the agreement with reference to items upon which quantitative 
restrictions are imposed but which are not included in Schedule 
III.®' In addition to the application of the “representative period” 
formula required by Article VI of the text, it is stipulated that 
in no case are the quotas allotted to be less than lO percent of 
total importations in those instances in which imports in the last 
year prior to the imposition of quantitative restrictions were equal 
to or greater than lO percent. Where imports were less than lO 
percent, quotas are to be fixed at the amount imported in that 
year.®® Conceivably, this could lead to a departure from the basic 

period formula j ust as under Article VI described above. 

Under paragraphs 12 and 13, quota concessions on apples, 
pears, and oranges are provided as shown in the table of conces¬ 
sions included in the appendix.®® The quota for any quarter on 
apples and pears may be reduced by not more than 60 percent, 
but the deduction must be distributed among the subsequent 
quarterly contingents prior to the end of the following crop 
year in the same seasonal proportions as are provided for the sup¬ 
plementary quotas on apples and pears. 


France Protocol, pp. 2-3. 

“ These provisions are not applicable to quantitive restrictions on 

tural and fisheries products. 

Infra, p. 320. 
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In the Protocol, France also promised that the French tobacco 
monopoly would purchase not less than 48,568,000 francs in 
value and not less than 9,300,000 kilopams in weight of Ameri¬ 
can tobacco during 1936. If in succeeding years a similar guaran¬ 
tee is not accorded, the United States may terminate the entire 
agreement under Article XI unless a satisfactory arrangement 

can be reached/® 

Table X in the appendix presents the contents of Schedule III, 
the Protocol, and the pre-agreement quotas allocated to the 
United States upon which the supplementary quotas are super¬ 
imposed. These forty-four concessions affect American exports 
to France to the extent of $13,730,000 on the basis of statistics 
for 1935, or 55.9 percent of the total exports upon which the 
United States received concessions ($24,500,000). Further, these 
items constituted 11.8 percent of all French imports from the 
United States which amounted to $116,920,000 in the same 
year. It may be noted that total concessions from France affected 
20.9 percent of all American exports to France.Since these 
statistics are based upon trade in 1935, they underestimate the 
scope of the quota concessions, since American exports were re¬ 
stricted in that year by these very quantitative controls. 

An examination of the enumerated items reveals what appear 
to be substantial concessions on most of the commodities. In some 
cases the situation was clarified by the definite allocation of 
articles previously unallocated. The most important quota con¬ 
cessions were obtained on fresh apples and pears, canned salmon, 
logs and lumber, silk hosiery, passenger automobiles and auto¬ 
mobile bodies, agricultural machinery and tractors, radios and 
radio tubes, electrical household refrigerators and other refriger¬ 
ating apparatus, and typewriters and certain tools.'^^ 

” This article provides, in part, for termination in cases in which the foreign 
co-contractant adopts measures which, while not conflicting* with the terms of 

the agreement, tend to materially impair or nullify “any important object*’ of 
the agreement, France^ XI. 

These statistics are based upon data contained in the State Department’s 
analysis. Of. cit., pp. 4, 7, 

For comments on the individual importance of concessions on these various 
items, see ibtd.^ pp. 14-20. 
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The provisions of Schedule I, Section B, provide for what are 
in principle tariff quotas.” Preserved fish (“others” Pilchards), 
refined borate of soda, chromates and bichromates of potassium, 
and chromates and bichromates of soda are to be admitted under 
the French minimum schedule of duties only within the limit of 
specified quantities.” Since the concessions on fish are also sub¬ 
jected to an import quota restriction, an example is provided of 
the use of import and customs quotas side by side. Imports of a 
specified quantity are subjected to the minimum duties} any 
quantity in excess may come in only under higher duties, and 
only to the extent permitted by the import quota set.^® 

The United States was unable to secure, as it had in all the 
other agreements, full consolidation of the quantitative con¬ 
cessions granted in the French agreement. France has made it a 
point of policy to endeavor to ret ain full liberty of action with 

Upon the devaluation of the franc, France eliminated certain quotas and 
reduced tariff rates upon a number of commodities. The chief benefits to the 
United States, according to officials in Washington, accrued through the tariff 
cuts. Ne^ York Times, October 4, X936. This must be considered in connec¬ 
tion with the relationship between world prices and French prices in terms 
of francs. Officials, however, attached great significance to the French relaxa¬ 
tion of quotas as a step towards their ultimate abolition. U. S. Department o 

State, Press Releases, Weekly Issues, No. 365, September 26, 1936. P- 267. 

’•An import quota refers to the quantity or value of a commodity which will 

be permitted to enter. A customs or tariff quota, on the other 

quota subject to a higher rate of duty. Customs quotas are not in he fi Id 

of commicial policy. The Franco-Belgian agreement of ^9^ prjded or 

tariff Quotas on horses imported into France. F. A. Haight, of. at., p. 9^ 
note 1 In the trade agreements, tariff quotas as well as import quotas are aul> 

ject to the representative period formula. (Throughout the \ 

book! unless specifically stated otherwise, the term “quota” is used with refer- 

ence to import quotas.) ^ ,,51 miintals respec- 

- France, Schedule I, Section B, 1,0005 1,5005 373 J 

""'Finland granted the United States a tariff quota in “ “ 

The duty onward is reduced Iron, d.oo 

Finland, press release. May i8, 1936, ?• 3 i Schedule I. 
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respect to the operation of the instruments of commercial policy 
employed. Under Article I, under certain circumstances, duties, 
charges, and fees on imports may be increased as described earlier. 
By virtue of Article VI, supplementary quotas may be reduced 
subject to the conditions provided therein. In Schedule III, 
quotas may be reduced on butyl alcohol, butyl acetate, and 
circular saws and other specified tools. France has thus retained 
considerable freedom of action in respect to the quota con¬ 
cessions.’® Even under these conditions, however, France has 
gone considerably further in restricting her liberty of action, as 
the earlier discussion demonstrates, than has been customary in 
her trade agreements with foreign countries. 

American negotiators in concluding an agreement with France 
were particularly concerned with French quantitative controls. 
French customs duties have been comparatively moderate, and 
such important American commodities as cotton, copper, tobacco, 
raw hides and skins, undressed furs, and crude coal tar have been 
on the free list for years.” American exports have suffered 
chiefly from the new quantitative trade-control measure's of which 
France is probably the leading exponent from the standpoint of 
quotas. The quota provisions of the trade agreement constitute 
a definite step towards a mitigation of these barriers. It is true, 
however, that more might have been accomplished in the way 
of consolidation and greater liberalization of quota controls.’® 
On the other hand, when post-war Franco-American commercial 
relations are considered along with the exigencies facing the 
French economy when the agreement was signed, the quantita- 

See F. A. Haight, French Import Quotas^ p. 96 et seq^ French policy is 
really one of semi-consolidation with freedom of action under certain contin¬ 
gencies and circumstances remaining, but with stipulations permitting the for¬ 
eign country concerned to adopt compensatory trade barriers. Freedom of 
action is maintained also in respect of customs duties, U. S. Department of 
State, op, cit.y p. 4, 

” U. S. Department of State, op, cit.y p. 3. 

"According to Hull’s statement before the Ways and Means Committee, it 
may be expected that modifications may be made in these directions when 
deemed possible. U. S. House of Representatives, Extending Reciprocal For¬ 
eign Trade Agreement Act, Hearings before the Committee on Ways and 
Means, 75th Congress, ist Session, Washington, 1937, p, 6. 
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tive concessions described above, including substantial most- 
favored-nation treatment, appear impressive. 

The United States on its part simply promised most-favored- 
nation treatment in respect of customs and import quotas on the 
basis of the “representative period” formula should it establish 
in the future quantitative restrictions upon commodities of inter¬ 
est to France.’® However, both countries bind themselves not to 
impose any quantitative restrictions on items not subject to such 
restriction prior to the agreement.®® This general provision found 
in the other agreements bars any quota imposition on French 
products except under the circumstances described earlier.®^ 

To complete this analysis it is necessary to discuss certain 
quantitative provisions which deal with American concessions 
and which are to be found in the trade agreements with the 
“non-quota countries.” There are three instances in this category: 
sugar quotas and the drawback allowed under section 313 of the 
Act of 193OJ the provisions for sugar and tobacco in the reciprocal 
arrangement with Cubaj and the tariff quotas in the Canadian 
agreement. 

In the agreements with Nicaragua, Haiti, and El Salvador 
it is provided that so long as sugar imports into the United States 
are subject to quantitative restrictions, sugar imported into the 
United States upon which a drawback is paid upon its reexporta¬ 
tion to other countries shall not be charged against the contingents 
allocated to Haiti and Nicaragua.®® This assures these countHes 
that their sugar exports to the United States for consumption 
will not be lessened by existing American quota restrictions. 

Under the Cuban agreement a reduction in the duty on sugar 
from 1.5 to 0.90 cents per pound was provided.®® This commodity 
had been brought within the scope of the AAA by the Jones- 

™ France, VI. 

France^ V. 

Supra^ p. 203. 

Haiti, 11 ; Nicaragua, 11 ; El Salvador, 11 . 

“The duty under the Act of 1930 was 2.0 cents per pound. This was re¬ 
duced to 1.5 on June 8, i 934 > under section 336 (“flexible” ‘ J 

Tariff Commission, Changes in Import Duties since the Passage of the larjf 

Act of 1930, Washington, 1936, p. i?* 
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Costigan Act of May 9, 1934 - The main purpose of this act 
was to alleviate the plight of domestic sugar producers.** More¬ 
over, it was intended “to arrest the decline of the imports of 
Cuban sugar into the United States in order to increase the Cuban 
market for American products.”*® To accomplish this, offshore 
quotas on the basis of average continental consumption during 
1931-23 were established. The reduced customs duty stipulated 
in the agreement therefore applied to the contingent allotted 

under the Jones-Costigan Act.®* 

In the event that this quantitative control should be abrogated 

under the note included in Schedule II the duty concession to 
Cuba is withdrawn and the import duty in effect the day of the 
signature of the agreement becomes effective again. The text of 
the agreement provides in this case, however, that either govern¬ 
ment may terminate the entire agreement upon thirty days’ 
notice.*’ Although the AAA has been invalidated by the Supreme 
Court, the Jones-Costigan Act has remained in force so that 
no problem has arisen as yet under this provision. 

Parenthetically, it may be noted that this concession has proved 
of considerable benefit to Cuba. Tariff protection to sugar has 
been replaced by a considerably more restrictive protectionism 
in the form of quantitative control of imports. It grants Cuba a 
subsidy, in effect, upon sugar exports to the United States, for 
it is put in a preferential position in a restricted market.** The 


^ U. S. Department of Agriculture, Agricultural Adjustment in 1934; a 
report of the administration of the AAA, February 15, 1934 to December 31, 
1934, Washington, 1935, p. 161. 

Under the Sugar Act of 1937) the provisions of the Jones-Costigan Act have 
been substantially reenacted. For the main provisions of the new law, see U. S. 
House of Representatives, Sugar Act of 1937, Report No. 1179, 75th Congress, 
ist Session, Washington, 1937. 

^ Ibid.j p. 162. Note the recognition of the relation of imports to exports. 

**The initial quota allotted was 1,901,752 short tons. Ibid,, p. 164. This 
was subsequently revised so that for 1934, i935> and 1936 the quotas were 
1,861,977, 1,995,536, and 1,925,807 short tons respectively. U. S. Senate, 
Extending Reciprocal Foreign Trade Act, Hearing before the Committee on 
Finance, 75th Congress, ist Session, Washington, 1937, p. 172. 

" Cuba, XVII. 

“ B. B. Wallace and H. V. V. Fay, ‘‘Die jungste Handelspolitik der Vereinig- 
ten Staaten.” Weltwrtschaftliche Archiv, July 1936, pp. 31-32. 
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latter gives Cuba the benefit of such higher prices as may result 
from the control program. Needless to point out, the agreement 
has been criticised on this score.*® 

Cuban exports of tobacco to the United States are also sub¬ 
jected to quantitative restrictions. The quantity imported for 
consumption may not exceed 18 percent of the total quantity of 
tobacco used in the manufacture of cigars during the preceding 
calendar year.®® The duty under the agreement is reduced from 
$3.60 per pound and 20 percent ad valorem to $2.25 per pound 
and 12^ percent ad valorem.®^ Similar to the sugar provision, it is 
stipulated with reference to this concession that the higher duty 
will again become effective should the domestic control of tobacco 
under the AAA be abandoned.®® Again, should this occur either 
government may denounce the agreement upon thirty days’ 
notice. The invalidation of the AAA has resulted in this con¬ 
tingency becoming a reality. Both the quantitative restriction 
upon tobacco and the duty concession were abrogated together.®® 

To the extent that Cuba is the chief supplier of sugar, the preferential status 
becomes of less and the duty reduction of greater importance to the Cubans. 

Congressional Record., Volume 8i, 75th Congress, 1st Session, Febru¬ 
ary 4, 1937) PP' 1052-1054 (unbound) ; U. S. House of Representatives, Ex¬ 
tending Reciprocal Foreign Trade Agreement Act, Hearings before the Com¬ 
mittee on Ways and Means, 75th Congress, 1st Session, Washington, 1937) 


^ " CwH^Schedule II, Paragraph 605 of the Hawley-Smoot Act. This is based 
upon a ten-year average and approximates the customary Cuban exports to the 
United States. B. B. Wallace and H. V. V. Fay, of. cit., p. 63. This subsidy on 
the basis of the duty on sugar in 1934 (i-5 cents per pound) is estimated to 

have amounted to $24,279,49* *935 and $ 27 , 775,739 •** 1936 

creased 14.4 percent). U. S. House of Representatives, Independent Ofices 

Appropriation Bill, 1938, Hearings before the Subcommittee of the Committee 

on Ways and Means, 75th Congress, 1st Session, Washington, 1937, P- 57 * 

Morgan, U. S. Tariff Commission). . . 1 j . 

“U. S. Tariff Commisison, op. cit., p. 17. This tobacco concession includes 

cigars, cigarettes, cheroots of all kinds, and paper cigars and cigarettes includ¬ 
ing wrappers. The quantitative restriction refers to the unstemmed equivalent 

of these and unstemmed and stemmed leaf tobacco. ^ 

” Cuba, ibid. , U. S. Department of Agriculture, op at.. Chapter 7, fbu 

mary view of the internal tobacco control program.) m 

U. S. Senate, The Significance of Agricultural Imports, Doc. No. 263, 

TAth Congress, 2d Session, Washington, 1936, p. 18. , x, l 1 j 

Cuba retains a preferential reduction below that accorded to the Netherlands 
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As yet the Cuban authorities have not acted. It would hardly 
be expedient for them to do so, for sugar is of far more vital 

concern to their economy than tobacco. 

Another agreement containing quantitative provisions is that 

with Canada. The United States, willing to give concessions on 
items competitive with domestic production, yet of material 
importance to Canada, utilized tariff or customs quotas to limit 
the scope of the reductions. Under this restriction tariff reduc¬ 
tions were granted on cream, cattle weighing over 700 pounds 
each, calves weighing under 175 pounds, certified seed potatoes, 
and sawed lumber and timber of Douglas fir and western hem¬ 
lock.®* These concessions, while of considerable importance to the 
Canadian economy, are relatively insignificant from the stand¬ 
point of domestic production of these commodities. The con¬ 
cession on cream, a reduction from 56.6 cents per gallon to 35 
cents, applies to 1,500,000 gallons of imports. From 1928 to 
1932 cream imports averaged 4,392,000 gallons. Only three- 
fourths of one percent of the average annual slaughter of cattle 
weighing over 700 pounds come in under lower duties. One- 
fourth of one percent of the same base is affected by the con¬ 
cessions on calves weighing under 175 pounds. Certified seed 
potatoes coming in under a lowered tariff rate composed 5.5 per¬ 
cent of domestic production during the five years preceding the 
agreement. The concession on lumber reduces the duty on a 
volume of imports constituting 5.5 percent of domestic produc¬ 
tion of these species in 1934.®® 

These items are, of course, competitive with American produc¬ 
tion. Tariff quotas, therefore, appeared to the negotiators to be 
a method whereby concessions could be given to Canada without 
upsetting the internal structure of production. To the relatively 
smaller Canadian economy these restricted tariff concessions form 


on other types of tobacco. U. S. Tariff Commission, Changes in Imfort Duties 
Since the Passage of the xpjo Acty Third Ed., Washington, 1937, p. 19. 

See infra^ Table XI, Appendix, p, 325, for the former duties and new con¬ 
ventional rates on these items. 

** For further details, see ibid. The analysis of these reductions as tariff con¬ 
cessions has already been undertaken in an earlier chapter. Sufra, chapter VIII. 
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an important potential stimulus to greater exports of these com¬ 
modities into the tremendous American market.®® 

It is to be noted that the customs quotas prescribed by the 
United States are unallocated global quotas and may be filled 
from any source. The imports under these quotas, however, come 
almost exclusively from Canada.®^ Since these tariff quotas are 
not allocated into national contingents some of the administra¬ 
tive difficulties inherent in the quota system are thereby avoided. 
Moreover, this also means that the only restriction upon imports 
in excess of the stipulated quantities lies in their being subject 
to a higher rate of duty. It is this aspect of customs quotas which 
sharply distinguishes them from import quotas. 

The sugar drawback provisions in the Haitian and Nicaraguan 
agreements, the sugar and tobacco concession in the Cuban agree¬ 
ment, and the tariff quotas accorded Canada constitute the very 
limited extent to which the United States has given specific 
concessions with reference to quantitative controls. As a general 
policy, the United States has avoided quotas and other instru¬ 
ments of quantitative trade control.®® The sugar and tobacco 
restrictions are emergency measures linked with internal pro- 

The concession on cattle weighing over 700 pounds, for example, affects 
about 15 percent of total Canadian production. Congressional Record, Volume 
81, 75th Congress, ist Session, February 9, 1937, p. i 259 ' 

” U. S. Tariff Commission, Concessions Granted by the United States in the 
Trade Agreement with Canada, Washington, 1936, p. 97; U. S. Department of 
State, The Midwest and the Trade-Agreements Program, Washington, 1936, 
pp. 60-62. 

For a statement of Hull’s position to this effect, see New York Times, 
September 20, 1934. From time to time, however, quotas as an instrument of 
policy have been viewed by some as desirable. E.g-, New York Times, January 
2 9> 1933 ) U- S. House of Representatives, Recifrocal Trade Agreements, 
Hearings before the Committee on Ways and Means, 73d Congress, 2d Session, 
Washington, 1934, p. 2245 New York Times, May 6, 1934} Journal of Com¬ 
merce, March 26, 1936. 

It was reported in January 1934, that F. B. Sayre had submitted a plan to 
the President for tariff adjustment which included the use of quotas. New York 
Times, January 5, 1934. 

Under the withdrawal clause, should any third country obtain the major 
benefit of any concession, the United States may withdraw the concession or 
place a quantitative restriction upon imports of the item in question. Supra, 

p. 193. 
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auction and marketing schemes. As to the use of tariff quotas, 
they have been employed to permit a greater reduction in the 
general or Hawley-Smoot level of duties than might have other¬ 
wise been considered feasible. In these respects, therefore, the 
use of quantitative controls by the United States has very limited 
significance and a character far different from those implement¬ 
ing commercial policies abroad. There have been other cases in 
which quantitative controls have been contemplated and even 
employed, but these are exceptions to American commercial 
policy apparently dictated by the exigencies of the circumstances 
present.®® This is not to dispute their inconsistency with the 
general lines of American policy but simply to give a fair per¬ 
spective of their relative importance. 

CONCLUSION 

Can it be fairly said in the light of the preceding discussion 
that the United States has been successful in its frontal attack 
upon quantitative trade controls? The achievements of the 
reciprocal agreements in this direction appear threefold. First, 

” Power to impose quantitative restrictions has not been lacking. Under sec¬ 
tion 3(e) of the NIRA the President had the authority to impose any type 
of import restriction he saw fit. Section 22 of the AAA (passed August 24, 
1935) provides similar powers with reference to the agricultural program 
undertaken by the United States. The latter stipulates that no quantitative 
restrictions imposed are to restrict imports to less than 50 percent of the aver¬ 
age imports from 1928-33 inclusive. For the texts of these sections, see Seven¬ 
teenth Annual Report of the United States Tariff Commission^ igssy Washing¬ 
ton, 1934, p. 555 'Nineteenth Annual Report of the United States Tariff Com- 
mission^ igSSy Washington, 1936, p. 45. 

Section 3(e) of the NIRA was not used, to any great extent. This was 
chiefly due to the fact that Japanese producers of wood-cased lead pencils and 
cotton rugs, and Canadian producers of red cedar shingles agreed to limit ship¬ 
ments to the United States. 

The United States has utilized quotas to regulate imports of petroleum, lum¬ 
ber and timber and alcoholic beverages into the United States, upon the repeal 
of the Eighteenth Amendment. In addition, imports of cordage and coconut oil 
from the Philippines have been placed upon quota restrictions. For details, 
see Office of National Recovery Administration, Foreign Trade under the Na¬ 
tional Industrial Recovery Act^ Division of Review, March 1936, pp. 135-137, 
254-2705 C. R. Whittlesey, “Import Quotas in the United States,” Quarterly 
Journal of EconomicSy November 1937, pp. 37-65. See stipruy p. 27. 
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and perhaps foremost from the short-run view, the attempt to 
secure equality of treatment by obtaining from other countries 
specific application of the most-favored-nation clause to quantita¬ 
tive controls appears to have been signally successful. While 
the “representative period” formula is open to some objections, 
up to the present it has proved the most feasible method yet 
devised to bring quotas within the scope of the clause.^**® As 
this aspect of American policy has already been reviewed in some 
detail, no further discussion is necessary at this point.^®^ 

Secondly, pending an abrogation of quotas, the United States 
has been able to secure certain promises with reference to the 
administration of quantitative controls which may be expected 
to lessen their restrictive effect upon American exports.^®* The 
technique of administration of these controls is inherently a com¬ 
plicated one, and any steps which may lessen the possibility of 
administrative protectionism and discrimination are to be wel¬ 
comed. At best, however, one must agree with the following 
statement by a committee of experts: 

The application by States of the above principles would at least 

have the effect of reducing the inconveniences of the system for 

those directly concerned. But neither these principles nor the pre- 

* 1 • ^ * 

ceding recommendations can render acceptable a system which is at 
best an emergency regime, fated to disappear as soon as circumstances 

permit.^®® 

The third accomplishment of the reciprocal trade policy falls 
into three parts. With reference to the “non-quota countries,” 


"“See supra, pp. 114 seq. . • j • 

Supra, Chapters VI and VII. While quotas are necessarily emphasized m 

the discussion presented, the most-favored-nation provisions apply to any type 

of quantitative control that is in use or may be devised. ^ 

The trade agreements in this respect follovir closely the recommendations 

of seventeen of the world’s leading economists. Joint Committee, Carnegie 
Endowment-International Chamber of Commerce, TAe Improvement of Com¬ 
mercial Relations betvseen Nations and the Problem of Monetary StabiUzation, 


Paris, 1936, p. 409. ^ 

Ibid., p. 410. The “preceding recommendations” refer to the possibility o 

a multilateral agreement on the need for the abolition of import quotas, the em¬ 
ployment of tariff quotas as a means of transition, and the elimination o 

dustrial quotas within twenty-four months. Pp. 407-408- 
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the United States has obtained a guarantee that concession items 
enumerated in the respective schedules will not be subjected to 
any quantitative restrictions. Further, quotas may be applied 
to non-concession articles of interest to American exporters only 
under certain conditions. The freedom of action of the countries 
signing trade agreements with the United States is, in these 

respects, considerably circumscribed. 

In the reciprocal arrangements with the “quota countries,” a 
liberalization of contingents allocated to the United States has 
been secured. Since, in general, these have dealt with items of 
which the United States is a chief supplier, and in view of the 
fact that only equality of treatment has been sought, there is 
no reason to fear that any canalization of trade away from the 
principle of comparative advantage will result.^®* In addition, 
with the possible exception of France, these countries have con¬ 
solidated their quota concessions to the United States during the 
life of the agreement. From the standpoint of stability of trade 
relations and in view of the fluidity of commercial policies in 
recent years, this is a concession of considerable importance. 

Perhaps the most crucial aspect of American policy as revealed 
in the above discussion lies in the conscious efforts of the United 
States to influence foreign countries towards a more rational 
economic foreign policy. An increase in the volume of world 
trade based upon the principle of equality of treatment are the 
basic objectives of American policy. The quota provisions of the 
trade agreements and the application of the most-favored-nation 
clause to quantitative controls appear to aim accurately at these 
objectives. 

It cannot be emphasized too much, however, that quotas must 
go. A force so destructive of international trade and constituting 
such a threat to economic freedom cannot be sanctioned as a 
permanent instrument of commercial policy. 

*®*For some qualifications to this statement, see sufruj note 62. 
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X 

EXCHANGE PROVISIONS IN THE TRADE 

AGREEMENTS 

SOME TENDENCIES IN THE INTERNATIONAL EXCHANGE 

SITUATION SINCE 1 929 

The Credit Anstalt episode in 1931 may well be viewed as the 
igniting force to the international financial conflagration which 
subsequently swept the world economy. The ensuing drain upon 
the exchange and currency reserves of the countries involved 
led to direct interference with the transfer mechanism.^ But 
more deep-seated factors than these immediate stimuli underlay 
the exchange disturbances of the years following 1930* 'I'^® 
sudden and more rapid decline of already falling commodity 
prices, the drying up of international capital movements, the 
rapid shifting of “panic funds” from financial center to financial 
center, national currencies depreciating and depreciated, the con¬ 
traction of credit items in the balances of payments, and the 
rise of trade barriers all contributed as repercussive, interrelated 
forces to the disintegration of the international monetary mecha- 

nism.** 

Under these conditions gaps appeared in the balances of pay¬ 
ments of numerous countries. Exchange controls and/or cur¬ 
rency depreciation seemed inevitable for certain debtor coun- 

‘ U. S. Department of Commerce, Current Trends in Foreign Tariffs and 
Commercial Policy Review of 1931. Trade Information Bulletin, No. 790, 
Washington, 1932, p. 12. The decline in agricultural prices during the post¬ 
war period, agricultural protectionism, and the cessation of American capital 
exports had hit several countries as early as 1929. J. B. Condliffe, Vanis ing 

World Markets,” Foreign Affairs, July 1933. PP- 649-650- 

’ This discussion does not purport to portray adequately the w“ole pic¬ 
ture, which would take volumes to do, but simply to present some ba^ground 
for a perspective of the accomplishments and problems of the trade agree- 

ments in this field. 
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tries.® Others, seeking to avoid both currency depreciation and 
exchange controls, endeavored to readjust their international 
economic position through internal deflation of the price and 
cost structure accompanied by quantitative restrictions upon im¬ 
ports." To the first group of countries the question involved was 
whether the pressure of the balance of payments should be sur¬ 
rendered to, and depreciation of the external value of the cur¬ 
rency relied upon to bring about a readjustment, or whether the 
mechanism of payments, and perhaps trade, should be subjected 
to control.® Exchange controls are the fruit of the latter policy. 
The endeavor to maintain the external purchasing power of the 
currency meant, for the most part, the isolation of national price 
structures, an indication of the collapse of the international mone¬ 
tary system. Exchange regulation, among other things, appeared 
to some countries to obviate the need for internal deflation or 
the danger of depreciation. 

Like prohibitive tariffs and quotas, exchange controls destruc¬ 
tively impinge upon the flow of goods and services in interna¬ 
tional trade.^ Tariffs are restrictive through their effect on 
prices j quotas cut through the price mechanism to limit rigidly 
the value or quantity of imports j exchange controls restrict im¬ 
ports through the means of payment. The foremost problem in 
the administration of exchange controls from the standpoint of 

* League of Nations, Remarks on the Present Phase of International Economic 
Relations^ 11 . Economic and Financial 1935. II. B. ii, p. 13. Certain European 
countries and many Latin American countries fall within this group. Debtor 
countries would be interested, other circumstances permitting, in avoiding de¬ 
preciation since this would tend to increase the incidence of their debts. 

E.g,y France up until September 1936, when the franc was devalued. 

“ In some cases, these controls were utilized to prevent the currency from 
depreciating further than it already had. U. S. Department of Agriculture, 
World Trade Barriers in relcuion to agriculture^ Washington, 1933, p. 64. 

Exchange controls take various forms. For a good picture of their exten¬ 
sive scope, see P. Einzig, Exchange Control^ Macmillan and Co., Ltd., London, 
1934 (chart following p, 195). 

The employment of exchange controls to avoid depreciation or deflation 
was an illusory measure of readjustment for the very existence of such controls 
implied the presence of economic disequilibrium. 

League of Nations, Evolution of Commercial Policy Since the Economic 
Crisisy II. Economic and Financial 1934. II. B. 1, p. lo. 
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foreign trade is the allocation of exchange. The emergency prin¬ 
ciple of allocating exchange upon the basis of so-called “indis¬ 
pensable” imports such as raw materials and foodstuffs was fol¬ 
lowed at first by most countries.® Later, this principle was ap¬ 
plied more restrictively by aUoting no exchange for commodi¬ 
ties that could be produced within the domestic economy.® It 
was but a short step to a consideration of the state of the balance 
of trade and payments with individual countries as a criterion of 
allocation.^® An inevitable corollary of these developments was 
the differential treatment of imports according to national origin. 
This discriminatory policy led to a strong tendency towards a 
diversion of trade contrary to the basic economic principle that 
imports should be supplied by areas able to produce them most 
effectively. 

This governmental restriction and allocation of the means of 
international payments bore severely upon commerce between 
nations. International trade is still composed predominantly of 
individual transactions. These transactions must necessarily be 
discouraged if traders are unable to transfer payments. The 
accumulation of frozen commercial claims or “blocked accounts” 
is but symptomatic of the breakdown of the transfer mechanism. 
Clearing agreements in eliminating the use of the foreign ex¬ 
change market vividly illustrate further the extent of the break¬ 
down.^^ Another manifestation in this direction lies in the recent 
tendency towards transfer or payments and clearing and pay¬ 
ments agreements providing for the allocation of exchange to 
cover invisible items, especially debt service and blocked com¬ 
mercial balances, in the commercial relations between nations.^® 
“Thus, the whole range of payments across national frontiers 

* U. S. Department of Agriculture, of. cit., p. 65. 

U. S, Department of Commerce, Foreign Tariffs and Commercial PoUctes 

During 1932, Trade Information Bulletin No. 812, Washington, 193 3 ) P* 5 ’ 

” Clearing agreements have been authoritatively characterized as “a rever- 
sion to the primitive system of barter.” League of Nations, Enquiry into ear 

ing AgreementSf II. Economic and Financial 1935 ' PP* , 

“League of Nations, World Economic Survey^ 1935-36, H. Economic and 
Financial, 1936, H- A. 15. p. *12- They frequently cover the allocation of 

exchange in settlement of current commercial claims. 
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the invisible as well as the visible items—tends to come under 

national regulation and control.’”® 

The uneconomic canalization of trade and payments between 
pairs of countries, an important aim and result of exchange con¬ 
trols and clearing and payments agreements, has lessened con¬ 
siderably the effective utilization of the world’s economic re¬ 
sources. Moreover, through the economic links between the 
various national units composing the world economy, the effects 
of such policies have not tended to solve the economic problems 
of the countries pursuing them, but rather to aggravate further 
existing maladjustments for all countries.’* 

EXCHANGE PROVISIONS IN THE TRADE AGREEMENTS 

Narrow bilateral arrangements such as clearing, payments, 
clearing and payments, compensation, and barter agreements may 
be ascribed chiefly to the conditions outlined above. These have 
been devised, of course, chiefly to mitigate the restrictive effects 
of exchange regulation upon commerce and the transfer of pay¬ 
ments. Their deflationary effect upon international trade, how¬ 
ever, makes it necessary to characterize them as trade barriers. 
This, with their discriminatory nature, places them within the 
group of trade restrictions against which are directed the two 
broad objectives of American policy, viz., the revival of world 
trade by a reduction in trade barriers and equality of treatment 
for American exports. The question then arises as to what the 
trade agreements have accomplished in these directions. 

The application of the unconditional most-favored-nation 
clause to exchange restrictions has already been discussed.’® In 

Ibid,^ p, 213, 

“League of Nations, Draft Annotated Agenda of the Monetary and Eco¬ 
nomic Conference, II. Economic and Financial 1933. II. Spec, i, pp. 21, 24-25. 

Supra, Chapter VII, pp, 131 et seq. The allocation of exchange leads to 
what might be called ^‘value quotas.” 

It may be observed at this point that the currency provisions described below 
apply to the total trade rather than individual commodities as do the quota 
sections. Further, the existence side by side in foreign countries of these two 
types of control may lead to difficulties should available exchange be insuffi¬ 
cient to meet payments for the imports permitted entry. “Blocked” commer¬ 
cial payments, discouraging further imports, result from such a situation. It 
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most cases the United States secured, either explicitly or in gen¬ 
eral provision, the promise of equality of treatment in the alloca¬ 
tion of exchange. The provisiohs of the agreements also define the 
requirements of most-favored-nation treatment in line with the 
“representative period” formula. With reference to non¬ 
commercial transactions, the United States sets up in several of 
the reciprocal pacts the rule that exchange control in either coun¬ 
try must be applied “in a non-discriminatory manner as between 
the nationals of the other country and the nationals of any third 
country.’”® The reciprocal tariff concessions, moreover, are made 
contingent upon the application of the principle of equality of 
treatment with reference to exchange controls. Finally, stipula¬ 
tion is made in a number of agreements for sympathetic con¬ 
sideration by both parties of the representations of either con¬ 
cerning the administration of exchange controls. In some, it is 
further stipulated that should no satisfactory adjustment of the 
matter be reached, the entire arrangement may be terminated 
upon due notice.” 

The United States has specifically exempted any possible em- 


would appear desirable to control imports, if such restriction be deemed nec¬ 
essary, simply by quotas. The effect upon the international position of the 
currency unit in question would be the same. The provisional commercial agree¬ 
ment recently signed between the United States and Italy stipulates that no re¬ 
strictions whatever are to be placed by either party on the transfer of payments 
for or incidental to imports. This has not been concluded under the Reciprocal 
Trade Act but is preliminary to a full treaty of commerce subject to Senate 
ratification. U. S. Department of State, Press Release^ December 17, i 937 ' 
GuatemalUy IX, also Costa Rica, IX, the Haitian agreement provides for 
unconditional treatment in the event either party “establishes or maintains any 
system of control of foreign exchange or enters directly or indirectly into any 
arrangement which affects in fact the provision of foreign exchange or the 
regulation or control of the transfer or disposition of means of payment, or 
employs any other system of control or any other arrangement with respect to 

the settlement of international obligations.^’ Haiti, VIL 

Even though not explicitly stated, the rule quoted above from the Guate¬ 
malan pact applies to other agreements since it is merely a further elaboration 
of most-favored-nation treatment with respect to exchange controls. 

"Cuba, XIj Honduras, VIII5 Nicaragua, IXj Guatemala, IX; Costa Rica, 
IX i El Salvador, IX. Most-favored-nation treatment includes the rate at which 
exchange is allotted as well as the quantity allocated. This is specifically provided 
for in the provisional agreement with Italy. The cross rates of exchange in some 
free market are suggested as the criterion to be used in the determination of most- 
favored-nation treatment. U. S. Department of State, of, cit. 
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bargees or restrictions upon the £xportation or ^ 

gold and silver from the provisions of the agreernents. While 
this general reservation is a reciprocal one, it was inserted at the 
instance of the United States to prevent any trade agreement 
commitment from impinging upon freedom of action in the field 
of monetary policy. In view of the present situation in the foreign 
exchanges this reservation is, at present, chiefly of historical inter- 

Another important provision to be found in most of the trade 
agreements is the so-called ‘‘Belgian Clause.” The Swedish 

agreement states; 

In the event that a wide variation occurs in the rate of exchange 
between the currencies of the United States of America and Sweden, 
the Government of either country, if it considers the variation so 
substantial as to prejudice the industries or commerce of the country, 
shall be free to propose negotiations for the modification of this 
Agreement; and if an agreement with respect thereto is not reached 
within thirty days following the receipt of such proposal, the Gov¬ 
ernment making such proposal shall be free to terminate this Agree¬ 
ment in its entirety on thirty days’ written notice.^® 

The agreements with Brazil, Haiti, and Colombia, all early 
agreements, do not contain this safeguard.®® In the French agree- 

'^Cuba, XI} Haiti, VII} Sweden, XII} Canada, XII} Honduras, XIII} 
Netherlands^ XVI j ^vjitzerland^ XIV; Nicaragua^ XIV j Guatemala^ XIV j 
France^ XVI; Finlandy XVI5 Costa Ricay XIV 5 El Salvadory XIV. The agree¬ 
ments with Brazil and Belgium contain no such clause. 

^ Swedeny X; also Belgiuniy pp. 2, 41 j Canaday X; HonduraSy XI j Nether- 
landsy IX j Switzerlandy XI5 Nicaraguay XII5 Guatemalay XIV; Finlandy 
XIII j Costa Ricay XII j El Salvadory XII. The Cuban agreement contains a 
similar provision in somewhat different form. Cubay X. This will be dis¬ 
cussed presently. 

This is called the ^‘Belgian Clause” because it was first included in the 
Belgian trade agreement. 

The Colombian agreement contains no provisions of any sort with refer¬ 
ence to exchange controls, but Article XII states that “the purpose of this 
agreement is to grant mutual and reciprocal concessions and advantages for 
the promotion of commercial relations between the two countries 5 and that 
each and every one of the provisions contained herein shall be complied with 
and interpreted in accordance with this intention.” 

These three pacts were earlier agreements. Officials have endeavored to 
improve the provisions since they were negotiated. 
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ment, it is definitely implied that exchange control or currency 
instability would be considered As upsetting a basic element in the 
reciprocal arrangement. The preamble reads: 

The President of the United States of America and the Govern¬ 
ment of the French Republic, being equally desirous of contributing 
to the establishment of a more liberal economic policy between the 
nations by the relaxation of restrictions on trade, taking into account 
that there is no restriction either in the United States of America or 
in France upon the settlement of commercial obligations nor upon 
the circulation of capital and that there is stability in fact in the 
relation between their respective currencies, have decided to con¬ 
clude an agreement. . . 


This stipulation appears to possess the same objectives as the 
“Belgian Clause.” This standard provision is of considerable 
significance and merits some further examination. 

The “depreciation clause” seeks to resolve the problem present 
in any endeavor to demobilize trade barriers in the absence of 
currency stability. It involves, moreover, the battleground of the 
London Conference as to whether stabilization should precede 
the mitigation of trade restrictions or vice versa.^* The American 
program is proceeding on the assumption that both should be 
sought together. Cordell Hull has stated his position as follows 
in referring to the Three Power Monetary Pact of 1936. 


This advance towards stability should also greatly facilitate the 
reduction of excessive phases of quotas, exchange controls, and of 
other impediments to commerce between nations which themselves 
were partly caused by exchange uncertainties, for it has been appar¬ 
ent for a substantial time that progress towards stability and the 
reduction of barriers to commerce should go forward concurrently, or 
as nearly as possible simultaneously. The step taken is in harmony with 


” France, preamble, see also Article VI which makes the quantitative pro¬ 
visions contingent upon the absence of “any restriction upon the settlement of 

commercial obligations.” r 7 - 

” See League of Nations, Reforts Affroved by the Conference on July a 7 > 

and Resolutions A do f ted by the Bureau and the Executive Committee, 
Monetary and Economic Conference, II. Economic and Finanaal 1933. 5 >pec- 

4, London, i 933 > p. 



EXCHANGE PROVISIONS 235 

our reciprocity trade-agreements program, as it is an indispensable 
part of any program for full and stable business recovery.®® 

Unquestionably increased tariflFs, quotas, and exchange con¬ 
trols have been due in a large measure to exchange instability. 
Countries are hesitant, moreover, about reducing trade barriers 
so long as fluctuating currency values threaten their economies. 
On the other hand, stabilization without any frontal attack on 
world trade restrictions also presents difficulties. Without 
liberalization of commercial policies, repercussions might be pro¬ 
duced in the respective balances of payments and thereby upset 
currency stabilization.®* The most feasible policy, under these 
circumstances, appears to be that proposed by Hull as quoted 
above. The “Belgian Clause” implements this policy by permit¬ 
ting the demobilization of trade barriers to proceed in the absence 
of stable currency relations.®® 

So long as the threat of exchange instability exists, however, 
commercial agreements will necessarily be limited in scope. 
Trade-control restrictions will remain in force without any sub¬ 
stantial reduction, nor will nations enter into any pacts of long 
duration—although long-term pacts were an element of much 
importance in the pre-war stability of international commercial 
relations. The Belgian Agreement illustrates these results to a 
marked degree.®® 

On four different occasions, involving gold bloc countries, the 
United States was in a position to invoke this clause upon gold 


“ U. S. Department of State, Press Releases, Weekly Issue, No. 365, September 
26, 1936, p. 268} see also, U. S. Senate, The Causes of the Loss of Exfort 
Trade and the Means of Recovery, Hearings before the Committee on Agri- 
cuhure and Foresty, 74th Congress, ist Session, Washington, 1935, pp. 50-51. 

This includes a liberalization beyond the removal of restrictions im¬ 
posed since 1929 and is especially applicable to the policies of creditor 
countries. 


This clause was advocated by the Assembly of the League of Nations 
in a resolution on commercial policy in September, 1935. Societe des Nations, 
Jownal Officiel, October 1935, p. 16. 

Belgium, pp. 2-42; U. S. Department of State, Trade Agreement Signed 
y the United States and Belgium, press release, February 27, 1935, especially 

pp. 14-20; U. S. Department of Commerce An Analysis of the Trade Agree- 
*>sent betvieen United States and Belgium, press release, March i, 1935. 
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bloc countries, but in no case was official action taken. The de¬ 
valuation of the belga, guilder, franc, and Swiss franc certainly, 
in the subsequent variation in the doUar exchange rate of these 
currencies, fell within the scope of the “Belgian Clause.”” In 
the case of Belgium the officials stated that they had negotiated 
the agreement with possibility of devaluation in mind and had, 
accordingly, been particularly cautious with respect to reduc¬ 
tions in the American tariflF. Again, it was argued, the standard 
currency clause had been incorporated in the agreement and 
could be utilized should the effects of devaluation upon Ameri¬ 
can industry and commerce prove different from what had been 
anticipated. Finally, the Belgian government promised to super¬ 
vise the prices quoted by Belgian exporters and, where consid¬ 
ered necessary, to subject products to the formalities of export 
licenses.^® It must be admitted that American officials had ample 
grounds for not taking advantage of the “Belgian Clause.” 

With respect to the revaluation of the guilder, franc, and 
Swiss franc, no similar explanation has been issued. The decline 
of French prices in terms of other currencies tends to increase the 
ability of imports from France to scale the American tariff wall. 
Conversely the French tariff is, for the time being, horizontally 
increased since foreign currencies become more expensive in terms 
of francs. It is easily observable that under these conditions the 
calculations of American officials based upon exhaustive study 
and cautious action were probably upset.^® Similar considerations 
apply to the depreciation of the guilder and the Swiss franc. 

It might be argued that the United States should have sought 

^ New York Times, September 26, 29, i9'36. The belga was devalued in 

February i935> Ne^v York TimeSy March 27, 29, 1935. 

” Exports of cotton and wool rugs, cement, bricks, table glassware, and 

crushed stone were immediately subjected to export licenses. 

For the full statement of the State Department and the Belgian note to the 
United States, see U. S. Department of State, Press Releases, Weekly Issue No. 

290, April 20, 1935, pp. 243-245. 

This could not have been substantial since devaluation of gold bloc cur¬ 
rencies has been considered more or less an imminent step undoubtedly recog¬ 
nized as such by the American officials. See U. S. Senate, Extending Reciprocal 
Trade Agreement Act, Hearings before the Committee on Finance, 75th Con¬ 
gress, ist Session, Washington, i 937 > PP- 9 ^* 9 ^ (statement by F. B. Sayre). 
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compensatory adjustments or even termination of the entire 
agreement in these cases. This would have been a short-sighted 
move. For one thing, it must be borne in mind that the effects of 
a devalued currency upon trade, when not offset by other fac¬ 
tors, are temporary in their nature. Sooner or later, the internal 
value of the currency in question may be expected to fall and 
an equilibrium of the two currency values reestablished.®” In the 
second place, the entire agreement with its advantages must be 
set off against the act of devaluation. The United States, im¬ 
plicitly, has not deemed it expedient to terminate the entire 
agreement even though devaluation has nullified considerably 
concessions given by France and the Netherlands. Nloreover, to 
have done so would have been unreasonable and inconsistent, 
for the United States had depreciated its own currency under no 
such severe international economic pressure as that from which 
the French economy was suffering at the time of devaluation. 
Such an inconsistent step would have provided a severe reverse 
to the attainment of more favorable Franco-American commer¬ 
cial relations. 

In view of these considerations, the standard currency or 
“escape clause” appears to be subject to definite limitations. Only 
in extreme cases of wide currency fluctuations resulting in obvi¬ 
ous deleterious repercussions to the American economy would it 
prove useful. In other cases, an agreement resulting from long 
and careful study and providing for a liberalization of commer¬ 
cial policies is probably too important to set aside merely because 
of temporary derangements which may result from depreciation 
of a currency. Nor can it be said that the “escape clause” would 
deter foreign countries from acting, for when a matter so crucial 
to the economy as devaluation is involved, a trade agreement 
with a foreign country would hardly bar a contemplated action.®^ 

Partly due perhaps to devaluation and partly to other factors, French 
prices are rising rapidly and checking the differential in favor of the franc. 
Ne^x) York Times, February 17, 1937. 

The above statement is made with reference to present conditions and assumes 
no offsetting depreciation by the United States. 

These considerations would probably apply to any ^‘escape clause” which 
might be devised. 
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Special provisions in the Cuban and Brazilian agreements have 
an important bearing upon the relationship between the move¬ 
ment of foreign exchange rate and the trade agreements. The 
Cuban pact provides that if either country should devalue its 
currency by more than lo percent of its legal gold content as of 
June I, 1934, the other may increase, on a specific basis, its tariff 
rates upon imports of the other country to an extent sufficient 
to compensate for the reduction in gold content.®® This applies 
to specific rates of duty which, following the anticipated rise in 
internal prices caused by depreciation, bear with less incidence 
upon imports. These increased charges must, however, be levied 
proportionately against like commodities of other foreign coun¬ 
tries.®® The remoteness of the possibility of devaluation by either 
country makes this provision relatively insignificant. 

Another provision in the reciprocal arrangement with Cuba 
stipulates that both contractants “will refrain from subjecting 
payments or the transfer of means of payment or the disposition 
thereof to any regulation, restriction, charge, or exaction other 
or higher than was in force on April i, 1934. • . This 
specifically refers to any action which impairs any provisions of 
the agreement, places an undue burden upon trade between the 
nationals of the two countries, or affects the transference or avail¬ 
ability of funds which nationals of either coimtry find reasonably 
necessary for residence, business, or travel in the territory of the 
other country. Should either violate this provision, and if no 
satisfactory adjustment is reached after formal complaint, the 
other government may terminate the entire agreement upon 
thirty days’ notice. This reciprocal promise is intended to pre¬ 
vent the adoption of any exchange controls that might nullify 
or seriously impair the concessions granted in the trade agree¬ 
ment. 

" Cuba, X. 

** During the interval between the rise in prices internally, the application 
of this provision would increase the burden of the tariff as an addition to 
the immediate retarding effect of devaluation itself upon imports (assum¬ 
ing a depreciated rather than a depreciating currency). 

Cuba, XI. The reciprocal customs preferences are conditioned upon com¬ 
pliance with this provision. 
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In an exchange of notes dated February 2, I 935 > trade 
agreement with Brazil was supplemented by an elaboration of 
tL financial provision in Article VI. The promise of full un¬ 
conditional most-favored-nation treatment with respect to ex¬ 
change is elaborated upon by Brazil as follows: 

1. The Bank of Brazil agrees to allot exchange for the settle¬ 
ment of all current commercial claims and sufficient exchange to 
liquidate gradually “blocked” balances due American importers. 
The amount of exchange allocated to the United States is to be 
slightly more than the share American exports to Brazil formed 
in the latter’s total imports during a representative period (previ¬ 
ous ten years).®® 

2. In the allocation of exchange for the transfer of dividends 
and profits American companies are not to receive less favorable 
treatment than that accorded to any other foreign companies. 

3. In the event that contemplated banking credits are secured, 
sufficient exchange will be allocated to assure continued servic¬ 
ing on bonds floated in the United States during the post-war 
period in accordance with the arrangement of February 5, 1934.®® 
Brazil suggested, moreover, that the Bank of Brazil cooperate 
with the Federal Reserve Board of New York in interchanging 
foreign exchange records and reports to assist in developing trade 
between the two countries. This is the only trade agreement 
which has contained definite financial concessions of this nature. 

With reference to the first section above, it should be noted that 

€ 

“This deals only with “blocked accounts” which have accumulated since 
the arrangement of 1933. Frozen commercial claims before that period have 
been dealt with in the 1933 agreement. See Commercial and Financial Chronu 
cle^ June 17, 1933, p. 4183, for a summary of this settlement. Balances of over 
$50,000 were amortized over a seventy-two-month period, while those under 
this amount were to be paid off within ninety days. No more favorable arrange¬ 
ment could be made with any other country nor could any agreement inter¬ 
fering with fulfillment of the American arrangement be entered into. 

Brazily pp, 34-35. The arrangement of February 5, 1934, classified Brazil¬ 
ian bonds into eight groups with varying allocations of exchange for each 
group. This drastically reduced Brazilian obligations to pay for a period of 
four years with the hope that at the end of this period Brazil would be 
able to resume normal debt servicing. For details, see Commercial and Financial 
ChronicUy February 10, 1934, p, 912, These credits were not obtained. Econo¬ 
mist (London), March 2, 1935, p. 476. 
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it goes beyond the “representative period” formula, the criterion 
of equality of treatment in exchange matters. Unless Brazil is 
able to afford the same treatment to other foreign countries, 
there would be a violation of the principle of most-favored- 
nation treatment. 

On February ii, 1935, a few days after the signing of this 
agreement, Brazil practically freed all foreign exchange busi¬ 
ness from exchange regulations.®^ Drafts had to be sold to 
authorized banks, however, which in turn were required to re¬ 
mit 35 percent of the proceeds from exports to the Bank of 
Brazil to enable liquidation of the government’s and the Bank’s 
foreign obligations.®® This meant that Brazil’s promise to al¬ 
locate exchange for current commercial claims became prac¬ 
tically redundant, but this was to be welcomed in view of the 
movement towards liberalization of trade restrictions which the 
step implied. The merchandise export surplus fell so far short 
of expectations during the first quarter of i935j however, that 
reimposition of direct control of foreign exchange was neces¬ 
sary.®® American exports gained by the interim relaxation of 
control even though the Brazilian agreement did not become 
effective until January i, 1936."*® 

Commercial and Financial Chronicle^ February i6, i 935 > P* 

* For the complete provisions of this change in policy, see Economist (Lon¬ 
don), March 2, 1935, pp. 475 - 476 - The transfer of profits and dividends re¬ 
mained subject to official examination and regulation. 

“ Reimposed June 27, 1935. Economist, London, July 6, i 935 > P- ^ 9 - ^ 

general discussion of the exchange problems confronting Brazil at this time, 

see ibid., August 3> 1 935 > PP- ^ 36 - 237 - 

U. S. Department of Commerce, Commerce Reforts, April 6, 27 and May 

4, i 935 > PP- 229, 277, and 287 respectively. - - .u. 

American exports have, however, been handicapped in competing m 

Brazilian market against Germany, which has been employing Aski or om- 
pensation marks as a method of subsidizing German exports to Brazil. During 
the first half of 1936, Germany supplanted the United States as the chief 
supplier of Brazilian imports. This trend has continued up to the present. 
New York Times, December 6, 1936. October 17, i 937 - For an elabora ion 
of German policy, see League of Nations, World Economic Surrey 19^5^ 
II. Economic and Financial 1936. II. A. 15, PP- 196-200. A special Americ 

Brazilian committee is now studying the matter. U. S. ou^ o r 

tatives. Extending Recifrocal Foreign Trade Agreement Act, H^anngs befor 
the Committee on Ways and Means, 7Sth Congress, ist Session, Washing , 
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These are, in brief, the exchange provisions to be found in 
the first sixteen trade pacts negotiated. The achievements, 
generally speaking, are the application of the unconditional 
dause to exchange controls and the standard currency variation 
clause. In the agreement with Cuba exchange restrictions were 
conventionalized or consolidated, the only case in which this 

was done, as of June i, 1934 - Brazil was the only country from 
which specific concessions with reference to frozen commercial 
claims and servicing on long-term debts were obtained. 

It may be inquired why the agreements did not go further 
and contain commitments such as are found in the Brazilian 
reciprocal arrangement. Why, more specifically, were not ar¬ 
rangements made for the liquidation of “blocked accounts” in 
the agreements with the other Latin American countries with 
which pacts were concluded?*^ Why, again, were not the de¬ 
faulted Cuban and other bonds considered.^ Finally, could not 
the United States have obtained a relaxation of exchange con¬ 
trols in the Latin American agreements 

In answer to these questions the possible lines of action which 
were open to the United States may be considered. Broadly, 
there appear to have been two possibilities. American officials 
might have attempted to force the other countries to accord 
favorable treatment to the United States with reference to the 
allocation of exchange for both commercial and non-commercial 
debts. In some cases even preferential treatment might have 
been sought. But would this have been to the national interest 
of the United States? International economic relations would 
have been subjected to further restriction and control contrary 
to the aim of American policy to lead the world away from 

* 935 > P* 97 ' Note also that Germany has announced her intention to abolish 
this system, Ne^ York Times, February 25, 1935. 

For an estimate of the volume of “blocked” balances in Colombia, Costa 
Riw, and Nicaragua, see New York Times, May 12, 1935, 

France, Belgium, Netherlands, and Switzerland represent former gold 
bloc countries. They did not resort to exchange controls as an instrument 
of policy. Agreements have not as yet been negotiated with the European 
countries utilizing exchange controls in which frozen American commercial 
c aims exist. See U, S. Tariff Commission, Regulation of Tariffs in Foreigft 
Countries by Administrative Action, Washington, 1934, p. 2. 
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these practices. Moreover, had the United States insisted upon 
preferential treatment, that insistence would have constituted 
a further inconsistency in American most-favored-nation policy.^® 
Finally, in most cases, maladjusted economic conditions have 
forced exchange restrictions upon some countries. To have in¬ 
sisted upon greater exchange concessions might have resulted 
in the failure of the United States to conclude any agreement 
or might have injured the economy of a contracting nation to 
such an extent as to impair the value of the agreement. 

The alternative policy rests upon the doctrine of equality of 
treatment as guaranteed by the most-favored-nation clause. This 
is the policy which the United States is pursuing. There is no 
provision, except in the Cuban agreement, prohibiting any re¬ 
strictive action by foreign contractants with respect to the al¬ 
location of exchange or the conclusion of clearing and payments 
agreements. What American officials do ask is equality of treat¬ 
ment to the fullest extent possible under a regime of exchange 
regulation. This policy has been pursued with reference to all 
phases of exchange control. Even though the European countries 
with which agreements have been concluded and Brazil are 
parties to clearing agreements, the United States has not seen 
fit to force the issue, destructive as such agreements may be to 
international trade.** Nor could they, so long as there was no 

overt discrimination against American exports. 

Implied in the American position is the philosophy that ex¬ 
change restrictions and like matters must be attacked by eliminat¬ 
ing the causes of these conditions. Accordingly American policy, 
in seeking a broad revival of international trade through the 
liberalization of commercial policies, largely directs its attack 
toward causes more deep-seated than exchange restrictions. Ot er 


“The United States has a passive trade balance with the Latin American 
countries with which agreements have been negotiated and could have le 

up the dollar exchange due these countries. 

“ See League of Nations, Enquiry into Clearing Agreements, pp. 15 ^ 4 - 

These countries are the Belgo-Luxemburg Union, Finland, France, e 


Sweden, and Switzerland. re- 

Clearing agreements in all these cases have been the result of exchange 

strictions instituted in other countries. Ibid^^ pp* 55 5 ^* 



EXCHANGE PROVISIONS 243 

trade barriers constitute the direct route for attempts to liberalize 
economic foreign policies. It is true that exchange restrictions 
are severe trade barriers, but in so far as the Latin American 
countries are concerned, the exigencies of the situation made it 
impossible to accomplish much towards their relaxation.^® Clear¬ 
ing agreements, a form of exchange control, in so far as the 
European trade agreement countries have utilized them, could 
not be touched by the United States so long as no discrimination 

was present. 

In spite of expectations to the contrary, therefore, there ap¬ 
pears to be ample ground for the apparent meagerness of con¬ 
cessions with reference to foreign exchange conditions.*® Cordell 
Hull succinctly explains the American position as follows: 

In Latin America, under the pressure of the gap in the balance 
of payments created by the fall in price of their leading exports, an 
effort was first made to close this gap by allowing the exchanges to 
seek the level required to balance their international accounts. Sub¬ 
sequently, it was necessary to introduce the device of exchange 
control whereby the out-payments and in-payments were forcibly 
brought into accord. Since, at the official rate, there is not enough 
foreign exchange available in these countries to meet all payments, 
exporters have been compelled to wait, frequently many months, for 
payment in terms of dollars. In some cases the United States might 
compel immediate payment by blocking the exchange created by 
American purchases of imports from these countries. By undertaking 
such clearing arrangements, however, the United States would en¬ 
courage the spread of clearing and compensation arrangements over 
the Western Hemisphere, thereby prolonging and strengthening the 

grip of these injurious practices upon international trade. If on the 

% 

The considerations discussed above with reference to Latin American 
countries apply with equal force to the defaulted bonds which they floated 
in the United States. 

Hull in a note to Germany declared that the United States considered the debt 

defaults a private matter so long as there was no discrimination. Guaranty 
Survey^ September 14, 1934, p. 8 . 

National Foreign Trade Council, Official Refort of the T<iventy- 
First National Foreign Trade Convention^ New York, 1935, pp. vm-ix, 
Official Refort of the Tvjenty-Second National Foreign Trade Convention^ 
1935, New York, 1936, p. XI (Final Declarations in both cases). 
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other hand this country takes a sympathetic position looking toward 
the gradual reestablishment of a free exchange market, and refuses 
to force upon these countries preferential treatment of our own na¬ 
tionals or trade, we shall hasten the movement towards liberal com¬ 
mercial policy and bring nearer the day when all these artificial re¬ 
straints are wholly removed from international economic relations. 
. . . This is a time in which it is important to resist immediate and 
short-sighted advantage and to look toward the steady rebuilding of 
a sound international structure with a view to achieving the far more 
valuable long-run benefits obtained thereby.*^ 


In the final analysis the removal of these restrictions upon 
exchange depends upon currency stabilization and the liberali¬ 
zation of commercial policies. Definitive de ]ure stabilization de¬ 


pends in turn upon achievement of certain objectives. Foremost 
among these is the reestablishment in certain countries of a 
profitable relationship in the price and cost structures. National 
price and cost structures must then be linked up by exchange 
rates approximating the purchasing power parity. But such a 
rate would probably be impossible to maintain unless the inter¬ 
national debt, both long and short term, were considered. Long¬ 
term obligations must be scaled down to the capacity of debtor 
countries in the light of the possibilities presented in their vari¬ 
ous balances of payments. Short-term balances moving as “panic 
funds” in a flight of capital must also be considered. This in turn 
involves internal government policies and developments in the 

international political situation.*® 

But it is doubtful whether a stable international equilibrium 

could be achieved through the fulfillment of these conditions 
alone. A liberalization of commercial policies, especially by 
creditor countries, is a vital requisite to the achievement of any 
lasting equilibrium.*® There is urgent need for recognition of 


U. S. Department of State, International Trade and DomesUc Prosperity, 

commercial policy series. No. 3, Washington, 1934? PP* 9 “^®* 

“ The effects of a sudden movement of short-term funds upon a program 

embodying stabilization and the abolition of exchange controls rs\\^^ 

it advisable to relinquish exchange restrictions only gradually upon financi 


as contrasted with commercial transactions, 

*" See League of Nations, Remarks on the Present Phase of Jnternati 

Economic Relations, II. Economic and Financial 1935- H. B. ii, p. s 6 . 
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the economic truism that capital transfers are ultimately possible 

only through services and commodities. 

From the standpoint of practical policy, it may be reconi- 
mended that perhaps the first step, assuming the other condi¬ 
tions to have been met, should be an agreement for provisional 
or de facio stabilization of the major currencies and their satel¬ 
lites. Then, it might be suggested that trade barriers be lowered 
by bilateral agreements accompanied by an adjustment of com¬ 
mercial policies to provide a solid foundation for safe function¬ 
ing of an international monetary standard. The final stage of 
action would involve a de jure stabilization of currencies. The 
recent trend appears to be in line with this procedure.®® Un¬ 
questionably, the most satisfactory resolution of the problems in¬ 
volved here can be reached only through international economic 
collaboration. The tripartite monetary agreement of 1936 ex¬ 
emplifies this method of approach. 

” League of Nations, World Economic Survey, 1935-36, pp. 267-268. The 
world’s major currencies have been relatively stable during 1935 and 1936. 
The Three Power Monetary Pact of September 1936, providing for co¬ 
operation in the operation of the American, British, and French stabliza- 
tion funds, is a further step in the direction of ultimate de jure stabilization. See 
U. S. Department of State, Press Releases, Weekly Issue, No, 365, September 
26, 1936, p. 267, for a summary of the objectives of this arrangement. 

The value of this agreement has been recently illustrated by the French refusal 
to resort to exchange control to halt the decline of the franc. See Nevj York 
Times, September 16, 1937. 
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ADMINISTRATIVE PROTECTIONISM 


The technique of protectionism is by no means limited to 
the use of tariffs and other more commonly known trade con¬ 
trol measures. International trade is composed of individual 
transactions carried on by individuals in various countries. Any 
governmental measure or regulation, irrespective of its nature, 
which impedes in any fashion the movement of commodities 
across national frontiers is protective to the extent that trade 
is discouraged. Since certain measures and controls are indis¬ 
pensable from the standpoint of an orderly functioning of in¬ 
ternational trade, the term “administrative protectionism” must 
be defined as including all regulations “directly or indirectly 
designed to hinder the importation of foreign goods or to ex¬ 
clude them from the market.’” 

Formalities in connection with passage of commodities through 

the customs or their sale after entry have long been recognized 
as an important barrier to international trade.* The unnecessary 
requirements concerning certificates of origin, excessive sup¬ 
plementary charges, excessive formalism with reference to cus¬ 
toms declarations, undue delay in customs procedure, com¬ 
pulsory marks of origin, public health and sanitary regulations, 
and related matters have constituted fertile grounds for the 
growth of indirect protectionism. It was not without reason that 
the Economic Committee of the League of Nations referred to 
administrative protectionism as “the thorny problem o cus 

* International Chamber of Commerce, Commercial Policy and Trade Bar- 

rierSy supplement to World Trade^ April i 9 i 9 > P- ^ 4 - ** t, j tUp 

* Conferences were held in 1900, 1908, and 19x3 which attached 
“very gre.ten import.nce" to the problem, involved. Lea^e of Nation., 
lm,rvatw«tt ConUrenci <m CuMmi Tormalities, preparatory docoment., 

nomic Committee, C. D. I. 2, i 9 ^ 3 > P- 7 - 
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toms and other similar formalities which are often of a useless, 
excessive character and are therefore highly detrimental to the 
normal and equitable development of international trade.”® The 
international conference on customs and other formalities held 
in 1923 endeavored to meet this problem.* At subsequent con¬ 
ferences the principles embodied in this convention have been 
reaffirmed as most desirable objectives.® 

The Great Depression intensified and extended the use of 
these de\nces as weapons of protection.* Moreover, they con¬ 
stituted a convenient method, as has been recognized for some 
time, of e\’ading most-favored-nation obligations and subjecting 
imports to differential treatment according to national origin.^ 
Manifestly, under these possibilities, any contractual commercial 
policy which fails to consider this species of trade barrier might 
be open to considerable criticism on this score. Moreover, it is 
neither a d iffi cult matter nor an unknown occurrence for a con- 
tractant seriously to impair or n ullif y concessions granted in a 
commercial treaty or agreement by administrative control.® 

The incorporation of suitable provisions in commercial pacts 
may in some measure avert these consequencces. The American 
trade agreements contain a number of stipulations directed 


‘League of Nations, TInUmaiiotutl Con^ent'uin Relating to the Simpli¬ 
cation of Customs Formaluies, signed November 3, 1923, Economic Section, 
Geneva, 1924, p. 3. 

For the text of the convention promulgated, see ibid., pp. 17-36. 

‘ League of Nations, Reports and Proceedings of the World Economic Con¬ 
ference, Volume I, 11 . Economic and Financial 1927. II. 52, p. 38; International 
Chamber of Commerce, The International Chamber of Commerce and the 
Application of the Policy of the World Economic Conference, Brochure no. 
64, Paris, 1928, p. i5i League of Nations, Reports Approved by the Confer¬ 
ence on July 27, rpjj and Resolutions Adopted by the Bureau and the Execu¬ 
tive Commitue, II. Economic and Financial 1933. II. Spec. 4, p. 30; Interna¬ 
tional Chamber of Commerce, Resolutions Adopud by the Jiinth Congress of 
tU International Chamber of Commerce, Berlin, June 28-July 3, 1037, 
Br^nreNo. 98,Paris, 1937, p. 9. J > 3 . 937. 

‘Lcagw of Nations, WorU Economic Survey, 1932-1933, II. Economic and 
Financial 1933. II. A. 16, pp. 198-199. 

League of Nations, Most-Favored-Nation Clause, Legal, 1927, V. 10 pp. 

InyrMtional Chamber of Commerce, op. cit., p. 15 5 Commercial Policy 
and Trade Barriers, Paris, 1931, P. 2t. 
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against indirect protectionism.® Perhaps one of the most im¬ 
portant of these is the general basket clause. This makes any 
measure that tends to impair or nullify any object of an agree¬ 
ment subject to representation by the other party with a view 
to arriving at a mutually satisfactory adjustment of a matter.^® 
In a few cases, should the adjustment process fail, the entire 
agreement may be terminated.^^ This clause was recommended 
by the Economic Committee of the League of Nations at the 
London Conference of 1933 as a weapon against administrative 
protectionism.^® 

The potentially broad scope of this clause not only affords 
a means of meeting unforeseen contingencies, but also con¬ 
stitutes a safeguard against material adverse changes in the 
operation of techniques already in use. Its scope is not limited 
to the subject matter of this chapter but covers all phases of 
commercial relations between the contracting nations. 

In 1928 the International Chamber of Commerce declared, 
“The immediate enforcement of new regulations, and even to 
a greater extent of decrees changing customs duties, is a very 
serious cause of disturbance in international relations.’”® Article 
IV of the Convention of 1923 provided for the publication of 

* The partial repeal of section 516(b) of the Act of i93o> which per¬ 
mitted domestic producers to tie up imports, eliminated a source of adminis¬ 
trative protectionism. See U. S. Senate, Extending Recifrocal Trade Agreement 
Act, Hearings before the Senate Committee on Finance, 75th Congress, ist 
Session, Washington, 1937, p. 79 (F. B. Sayre), supra, p. 38, note 48. 

^'‘Belgium, pp. 3, 41; Sweden, XI; Canada, XI; Honduras, XIV; Nether¬ 
lands, XII; Switzerland, XV; Nicaragua, XV; Guatemala, XV; France, XI; 

Finland, XVII; Costa Rica, XV; El Salvador, XV. 

“ Netherlands (sixty days’ notice) ; Switzerland (thirty days’ notice) ; France 
(30 days’ notice). In the cases of France and Netherlands the effect upon an 
object of the agreement must be material and considerable. In each of the in¬ 
stances a consultation period of thirty days is provided to seek a satisfactory 

adjustment. 

“League of Nations, Reports Approved by the Conference on July 27, 
,033, and Resolutions Adopted by the Bureau and the Executive Committee, 
p. 30. It was further stipulated that it should apply only to indirect protec¬ 
tionist devices not specifically provided for in other parts of the commercial 
pact. This qualification is not to be found in the clause used in the trade agree¬ 
ments. The American clause is, accordingly, broader in scope. 

Of, ch,, loc, cit. 



ADMINISTRATIVE PROTECTIONISM 249 

all customs regulations which may be promulgated before they 
become effective.^^ The trade agreements seeking to solve this 
problem contain reciprocal assurances of prompt publication of 
all “laws, regulations of administrative authorities and decisions 
of administrative or judicial authorities . . . pertaining to’’ 
customs rates or classifications.’® Moreover, administrative rul¬ 
ings raising customs duties or charges or imposing new require¬ 
ments upon imports are not to be effective retroactively nor 
prior to the expiration of thirty days with respect to imports en¬ 
tered for or withdrawn for consumption.’® The latter provision, 
however, is expressly made inapplicable to the imposition of 
antidumping or countervailing duties and regulations concerned 
with sanitation, public safety, or giving effect to judicial de¬ 
cisions.” 

This provision endeavors to enable traders to become 
promptly informed of any customs changes which might affect 
their transactions. The possibility of losses being incurred 
through adverse changes is also somewhat lessened with re¬ 
ference to undertakings already entered into. On the other 

“ League of Nations, The International Convention Relating to the Simplifi¬ 
cation of Customs Formalities^ p. 19. 

XIV 5 Br^il, VIII5 Haiti, VIII5 Colombia, VI j Honduras, Xj 
Nicaragua, XI j Guatemala, XI j Finland, XIV j Costa Rica, XI; El Salvador, 
XL In the other agreements with Canada and European countries the foreign 
countries were either adherents of the Geneva Convention or else existing 
practices determined whether or not provision should be made in the trade 
agreement concerning administrative matters (Brazil and Finland, both sig¬ 
natories,- and Canada fall within this category). League of Nations, Applica¬ 
tion of the International Convention Relating to the Simplification of Customs 
Formalities, II. Economic and Financial 1927. II. 53, p. 4j Finland signed 
the convention at a later date, ibid,, 1929, II. 29, p. 2. 

Such laws, regulations and decisions must be applied uniformly to all ports 
in the respective countries. Porto Rico is excepted from this clause since under 
Section 319 of the Tariff Act of 1930 a duty may be imposed on coffee enter¬ 
ing Porto Rico, U, S. Tariff Commission, Comparison of Tariff Acts of /pxj, 
1922 and ipjo, Washington, 1930, p. 196. The agreements with Brazil and 
Colombia incorporate this Porto Rico proviso directly into the schedules, 
Brazil, Schedule II j Colombia, Schedule II. It is included in the Finnish agrees 
ment probably because it forms part of the standard paragraph. 

Ibid,, Cuba XIII. The Finnish agreement does not contain this clause. 
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hand, the concept of sanitary or public safety requirements ap¬ 
pears to be an elastic one which might be utilized with de¬ 
structive effect.^® 

A number of the Latin American commercial agreements pro¬ 
vide that no certification requirement or formality that cannot 
be fulfilled by a duly authorized Federal agency in the United 
States is to be imposed upon the importation, registration, licens¬ 
ing, or sale of pharmaceutical products.^® This is simply the ap¬ 
plication of the general basket dause above to administrative rul¬ 
ings upon a specific commodity in order to avoid any misunder¬ 
standing. 

With the exception of Belgium, all of the trade pacts recipro¬ 
cally assure that: 

Articles the growth, produce or manufacture of the United 
States of America, enumerated and described in Schedule I (and 
II) ... shall also be exempt from all other duties, taxes, fees, charges, 
or exactions imposed on or in connection with importation, in ex¬ 
cess of those required to be imposed on the day of the signature of 
this Agreement or required to be imposed thereafter under the laws 
of . . . in force on the day of the signature of this Agreement.”*® 

This provision might be viewed as a type of binding, within 
limits, of such supplementary charges upon imports as license 


“This possibility is covered, however, by other provisions in the agree¬ 
ments to be presently discussed. 

“C«Z>a, Schedule I, item loo-Gj Haiti, 2126} Colombia, 633-G5 Hondutai, 
3117-3472; Nicaragua, note i; Guatemala, note 2; Costa Rtca, note i. The 
Guatemalan pact applies this provision to food products also. Note i. 

There is also a further provision providing for consultation f 
special customs treatment is accorded to any commodity with a speci e ^ ® 
name or other exclusive designation” in the Cuban, Guatemalan, and Costa 

Rican agreements, 100-G, notes i and 3 respectively (evident y to ‘ 

trial property). El Salvador stipulated that pharmaceuticals must be acco 
paid by a sanitary certificate issued by the Chamber of Commerce or any 
Ither sinhlar organization in city or state in which the manufacturer m 

tains his plant. El Salvador, Schedule I, 49-1-04-004. minmbia 

^Cuba, VIII; Brazil, III, IV ; Haiti, I, II; Svseden, III, IV; Colombia 
I, II; Canada, III, IV; Honduras, I, II; 

Rica, I, Ilf £/ Salvador, I, II. In each case the first article corresponds to 
undertaking assured by the foreign contractant. 



ADMINISTRATIVE PROTECTIONISM 251 

fees (quota systems), monopoly fees, sales taxes, luxury taxes, 
primage duties, consular fees, statistical duties, charges^ for 
veterinary inspection and similar levies. As recent experience 
proves, these levies can constitute a considerable addition to the 
restrictive effects of other trade barriers such as tariffs. iMore- 
over, they could be used to nullify or impair concessions granted 
in the agreement concerned.^* Four of the agreements except 
from this provision charges or exactions levied to offset an in¬ 
ternal tax on a “like domestic article or in respect of a com¬ 
modity from which the imported article has been manufactured 
or produced in whole or in part.”^® This levy must be “fairly 
equivalent or compensatory” with respect to the internal tax.** 
The purpose of this exception is evidently to forestall the in¬ 
terference of the trade agreements with the Agricultural Ad¬ 
justment program.*® 

A weakness in the trade agreements might appear to lie in 
the meagerness of provisions reducing or removing, to some 
extent, at any rate, these supplementary charges. The necessity 
of such action is recognized in the statement of the Preparatory 
Committee of Experts of the London Conference “that such 
duties should be taken into account in any measures intended to 
effect a reduction or stabilization of customs duties.”*® How¬ 
ever, in view of the state into which international economic re- 

U. S. Tariff Commission, Eighteenth Annual Refort of the United States 
Tariff Commtssiony 1934, Washington, 1935, p. 9. 

“ See U. S. House of Representatives, Rectfrocal Trade Agreements, Hear¬ 
ings before the Committee on Ways and Means, 73d Congress, 2d Session, 
Washington, 1934, pp. 369-370. 

Netherlands, IV; S<uhtzerland, III; France, II; Finland, III. In Schedule 
I of the Netherlands Agreement, gasoline is specifically mentioned as an 
item to which this provision is applicable (item 174). 

** Netherlands, ibid. 

This is in accord with the freedom of action maintained with reference to 
quotas necessitated by any domestic economic program. Supra, Chapter IX, 
p. 205. Hull proposed this exception to economic collaboration to reduce world 
trade barriers at the London Conference of 1933. New York Times, July 
22, 1933. See also, U. S. Department of Agriculture, Tariff Rates on Princi¬ 
pal Agriculture Products, Washington, 1936, pp, 64-65 (mimeog.). 

"League of Nations, Draft Annotated Agenda, Monetary and Economic 
Conference, II. Economic and Financial 1933, II. Spec, i, p. 29. 
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lations had fallen, the binding of supplementary charges upon 
imports is a sizable achievement. In addition, monopoly fees 
were reduced, bound, or suppressed on a number of items in 
the agreement with the Netherlands j license taxes in several 
cases were similarly treated in the Belgian agreement j consular 
charges for services in documentation were limited in the Cuban 
pactj Honduras removed certain federal taxes on American 
products j a special turnover tax affecting American products 
was reduced by France.^^ 

The trade agreements, with the exception of that with 
Belgian, all stipulate that no preferential treatment is to be ac¬ 
corded domestic producers or those of any third foreign country 
with respect to internal taxes or charges except as provided by 
the laws of either country in force on the day of the signature 
of the agreement.*® National and most-favored-nation treatment 
are provided by this clause. AYhile national treatment in some 
of its aspects hardly comes within the scope of administrative 
protectionism, none the less in so far as it is a hindrance to 
importation, it has been held to be a form of indirect pro¬ 
tectionism.*® The guarantee of national treatment, or “inland 
parity” as it is sometimes called, is unquestionably a valuable 
one, for without it destructive discrimination against nationals 

of other countries would be possible.®® 


” U. S. Department of State, Trade Agrement between the United States 
and the Kingdom of the Netherlands, press release, December i, 1935 . PP- 
9-1 oi Trade Agreement Signed by the United States and Belgium, February 

27 lotc. PP. 7-12 i Cuba, VI 5 Honduras, I; France, IV. 

With respect to certain fruits the Netherlands utilized the monopo y ee 
quota, i..., monopoly fee reduction applying only to a certain amount of 

'""u ma/abo be noted that under certain conditions o!®°*”®>'Sarine, 
grease stearine are exempt from “crisis 

Article II retained the right to increase statistical duties ( P P 

TV, VI, — 

Camd., VI, Ho„dur.,, Ill, ’cSto to IVi S*”- 

IV, GuMn^a, IV, Franc, VIII, Finland, V, Casla R.ca, IV. 

*«LK„..ional Chambar of Commerce, World Trad., aopplemem. .,a„ 

P’ . I* • • frnm most-favored-nation treat- 

»National treatment is distinguishabl nationals of one 

ment in that the latter concerns itself viith the rights 
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It may be noted that in some of the agreements express ex¬ 
ceptions are made to the grant of national treatment. The United 
States specifically exempts coconut oil and excise taxes on cer¬ 
tain other commodities.®" On the other hand, some of the foreign 
contractants have made reservations of this nature. Haiti ex¬ 
cludes cigarettes from the scope of this clause} Sweden, alcohol 
distilled from foreign raw materials and tobacco imported from 
abroad} Colombia, the canalization tax on imports and exports 
passing through the customs houses} and Netherlands, the dif¬ 
ferential stamping tax on works in gold and silver and certain 
other excise taxes.®® These appear to be relatively insignificant. 
They do violate, however, the principle of national treatment 
in internal taxation and may be open to some criticism from 
this view.®® 


While H. J. Res. 96 providing a three-year extension 
of executive authority to negotiate trade agreements was before 
Congress early in 1937, one of the focal points of attack was 
the reciprocal binding of all internal taxes on Schedule items 
in the existing agreements.®^ The Brazilian agreement provides 


that exports of both contractants 


country compared with those of another in a third country. The former 
places nationals and aliens on the same basis with respect to the extent to which 
national treatment is accorded. For a summary of various aspects of national 
treatment, see W. S. Culbertson, International Economic Policies^ D, Appleton 
and Co., New York, 1925, Chapter II. 

Haitiy Swedeny Colombiay and Canaday ibid,} but in each case most- 
favored-nation treatment or “foreign-parity” is promised. 

^ Ibid. Colombia and the United States reciprocally promise national treat¬ 
ment with reference to transportation rates and charges. The Colombian agree¬ 
ment also states that national treatment is to be reciprocally accorded with 
reference to state and municipal taxes. Colombiay III. 

“W. S, Culbertson, Recifrocityy Whittlesey House, New York, 1937, p. 24. 

U. S. House of Representatives, Extending Recifrocal Foreign Trade 
Agreement Acty Hearings before the Committee on Ways and Means, 75 th 
Congress, ist Session, Washington, 1937, p. 1435 To Extend the authority of 
the President under Section 550 of the Tariff Act of /pjo, as Amendedy 
House Report, No. 166, 75th Congress, ist Session, Washington, 1937, pp. 
20, 23 j U. S. Senate, Extending Recifrocal Trade Agreement Acty 75th Con¬ 
gress, ist Session, Hearings before the Committee on Finance, Washington, 

» 937 > pp. 199 ) 276) 3 ^ 5 ) 505 5 Congressional Recordy Vol. 81, 75th Congress, 
ist Session, February 5, p. not 5 February 9, 1257; February 23, pp. 1845, 

18525 February 24, pp. 1906, 1911, 1966, 19835 February 23, p. 1970 
(unbound). 
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. . . shall be exempt from any national or federal internal taxes, 
fees, charges or exactions other or higher than those imposed or 
required to be imposed by the laws of the United States of Brazil and 
the United States of America, respectively, in effect on the day of 
the signature of this Agreement, subject to constitutional require¬ 
ments.®® 

The analogous clause may be found in the Cuban and Colombian 
pacts.®® This “freezing” of excise taxes has been deemed neces¬ 
sary to prevent any impairment of concessions by the subsequent 
establishment of additional taxes upon items in which the other 
contractant may be interested.®^ 

The Brazilian and Colombian agreement bound about one 
hundred and one hundred sixty tariff classifications respectively 
with reference to internal taxes. Only twenty-five items in the 
American tariff were similarly affected by these agreements.®® 
There was no protest concerning the Cuban agreement prob¬ 
ably because it was recognized that Cuban-American economic 
relations constitute a special case. Moreover, there was no such 
item as Brazilian babassu nut oil to arouse vested interests.®® 
The latter fact applies to the Colombian pact also. 

In Schedule II of the Netherlands agreement the United 
States bound the existing federal tax of three cents per pound 
on expressed or extracted palm oil.*® This excise tax was levied 

“ Brazil, VII. 

“ Cuba, VIII5 Colombia, III; The Cuban provision refers only to items for 
which a specified rate is given in the appended schedules. This excludes some 
items for which only the margin of preference to be accorded is stipulated. 

” U. S. House of Representatives, Extending Recifrocal Foreign Trade 
Agreement Act, p. 199 (F. B. Sayre). The case of the French tax on apples, 
after a marketing agreement liberalizing the alcohol quota for wines an 

alcoholic beverages had been concluded, was cited as a case in point. 

“U. S. Senate, Extending Recifrocal Trade Agreement Act, p. 31 (figures 

cited by F. B. Sayre). . 

"Due to the high level to which the domestic oils and fats price structur 

had risen in 1936, there was a substantial increase in imports of babassu nut 
oil from Brazil. It is used for the same purposes as coconut oil, upon w ic 
a three-cent excise tax is levied. It is a very minor item in its effect upon 
the American economy and apparently subject to definite limitations due to 
problems of production. For an analysis elaborating upon these points, see 
U. S. Department of State, Babassu Nuts and Oil (mimeog.). 

^Netherlands Schedule II, item no. i 73 ^* 
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for the expressed purpose of obstructing imports, and, along 
with the other excise duties of this type imposed since 1932, 

might well be removed entirely. 

This leads to the reduction accorded Canada in the excise tax 
on lumber, levied under section 601(c)(6) of the Revenue Act 
of 1932, from three to one and one-half dollars per million 
board feet.*^ During the discussion in 1934 on the reciprocal 
trade bill there appeared to be no definite understanding that 
the President would be given power under the terms of the 
proposed bill to reduce excise taxes in spite of their apparent 
purpose to restrict imports.** However, under the terms of the 
Act which defined import restrictions to include “charges and 
exactions other than duties, imposed on importation or imposed 
for the regulation of imports” this doubt was dissipated.*® Thus, 
during the hearings and debates in 1937, it was brought out 
that certain types of excise taxes levied only to affect imports 
were subject to reduction in trade agreements.** 

It may be pointed out that Congress is bound only morally 
not to establish or raise excise taxes. An executive trade agree- 

U. S. Tariff Commission, Concessions Granted by the United States in the 
Trade Agreement <unth Canada^ Washington, 1936, p. 80, This applies to cer¬ 
tain soft woods on the free list: lumber, rough or planed or dressed on one 
or more sides except flooring made of maple (except Japanese), birch and beech, 
The excise tax on mahogany imports from Cuba “in the form of sawed 
boards, planks, deals, and all other forms not further manufactured than 
sawed” was reduced from $2.40 to $1.20 per million board feet. U. S. Tariff 
Commission, Changes in Imfort Duties since the Passage of the Tariff Act 

Third Edition, Washington, 1937, pp. 17, 44. 

U. S. House of Representatives, Reciprocal Trade AgreementSy Hearings 
before the Committee on Ways and Means, 73d Congress, 2d Session, Wash¬ 
ington, 1934, pp. 9, 371-373 i Amend Tariff Act of ig^o: Reciprocal Trade 
Agreements, p. 15 (definitely in the negative). House Report No. 1000, 73d 
Congress, 2d Session, Washington, 1934; U, S. Senate, Reciprocal Trade 

Agreements, Hearings before the Committee on Finance, 73d Congress, 2d 
Session, Washington, 1934, pp. 71, 350. 

“Appendix, p. 305. 

U. S. House of Representatives, Extending Reciprocal Foreign Trade 

Agreement Act, p. 201. U. S. Senate, Extending Reciprocal Trade Agreement 
Act, p. 38. 

Illustrative of the type of excise taxes which can be reduced are those on 
oil and copper which section 601 of the Revenue Act specifically states shall 
be treated as import taxes. U, S. Senate, ibid,, p. 35. 
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ment cannot violate statutory law, and a later legislative act 
would supersede the provisions of the trade agreements in this 
respect/® The value of the excise provisions lies in the improb¬ 
ability of congressional enactment of such taxes under the ad¬ 
ministration sponsoring the program/® 

The trade agreements in a number of cases provide that only 
nominal penalties are to be imposed where errors in documenta¬ 
tion are clearly clerical in origin/^ Drastic customs fines are thus 
avoided in all cases in which fradulent intent is absent. 

In quite a few cases, it is stipulated that the methods and 
bases of determining dutiable value and of converting cur¬ 
rencies may not be modified to the disadvantage of the other 
contractant,^® In so far as the first of these is concerned, this 
is an important provision, for a specified ad valorem rate can 
mean a much more severe burden upon imports under one 
method or basis of determining dutiable value than under 
another. More specifically, this might be illustrated by consider¬ 
ing the incidence of an ad valorem duty on the basis of “foreign 
value” as compared to “American selling price.” The latter 
would necessarily give a larger base from which the ad valorem 
duty would be computed.*® 

To illustrate the importance of this provision, the Canadian 
system of arbitrary valuation, aimed primarily at the United 
States, may be considered. The legal basis for this system is to 
be found in sections 43, 37 j of the Canadian Cus- 


45 


See Congressional Record, op. cit., February 9, p. 1257> February 23, p. 

“The contemplated excise tax on sugar definitely violates Article VIII 
of the Cuban agreement. This has been recognized by officials and if 
will necessitate consultation with Cuban authorities. New York Ttmes, March 

’"'Haiti, X; Honduras, XII} Nicaragua, XIII} Guatemala, XIII} Finland, 

XII} Costa Rica, XIII} El Salvador, XIII. , v v virn 

"Cuba, VII} Haiti, V} Sweden, V} Honduras, IV} Switzerland, N-, Nic - 

ragua, V} Guatemala, V} Finland, VI} Costa Rica, V, El Salvador, V. 

“A 50 percent ad valorem duty on an article valued at $ioo for customs 

purposes, differs from the same rate applied to a duitable valuation of the 

same item of $200. 
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toms Act.®® Under the first, arbitrary valuation in the form of 
a minimum fixed valuation per unit irrespective of invoice value 
resulted in the difference being assessed as a “dumping duty.”®^ 
In some cases a fixed amount per unit was added to the invoice 
price i this “advance” was then also levied as a “dumping duty.” 
Section 36 (2) stipulated that to the actual cost of production 
of goods at date of shipment direct to Canada is to be added 
a “reasonable advance for selling cost and profit.” Inflated 
valuations resulting in “dumping duties” were the outcome of 
this section since the Minister of National Revenue was the sole 
judge of what was a “reasonable advance.”®* Under section 37 
the usual discounts afforded by American exporters from list 
prices were lowered by Canadian customs officials for valua¬ 
tion purposes, thus giving a larger base to which an ad valorem 
duty would apply.*® 

All three of these violate the “fundamental principle of valu¬ 
ation under Canadian law, as under that of the United States, 
which is the fair market value of the commodity in the country 
of export.”®* Canadian concessions contained in Schedule I, and 
the Canadian note on valuation, provide a considerable force 
towards the removal of this obnoxious discriminatory system. 
While Canada reserved the right in Schedule I to continue the 
system of arbitrary valuations with a few exceptions on some 
items, “arbitrary advances” were entirely canceled.®® In all cases 
no “advance” in the future may exceed 80 percent of the lowest 
advance imposed during the calendar years 1933-35.®® By virtue 
of the provisions of the note, arbitrary valuations were canceled 
with respect to an additional list of items.®^ 


SI 

62 


U. S. Tariff Commission, The Trade Agreement nvith Canada^ Report 
No. Ill, Second Series, Washington, 1936, pp, 95-96. 
lhid,y p. 96. 

Ibid.^ p, lox. 

Ibid.y p. 100. This was especially burdonsome with respect to automobiles. 

ybid., p. 95. 

Canada^ Schedule I, items 84, 85, 87, 92-95. 

“ Ibid, 

lbid,y p. 29, By virtue of the most-favored-nation clause, additional can- 
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The Canadian note also considered sections 36(2) and 37. 
With reference to the latter, no rate of discount “set under the 
authority of this section may operate to increase the value for 
duty of any American goods beyond the price at which they 
are freely offered for sale in the country of export.”®® Under the 
former section no advance may be made for selling cost or profit 
in excess of “that which is added in the ordinary course of busi¬ 
ness under normal conditions by producers in the country of 
export.”®® 

This whole discussion illustrates vividly the complexities 
which arbitrary shifts in valuation bases and methods may lead 
to. Similar considerations, in general, apply to the question of 
conversion of currencies for the purposes of assessment and col¬ 
lection of duties. Section 522 of the Hawley-Smoot Act places 
the task of establishing the rate of conversion between the dollar 
and the foreign currencies upon the Treasury Department.®” 
The foreign contractants reciprocally promise to refrain from 
any changes in the method of conversion which may be prejudi¬ 
cial to American export trade. The restrictive effect of a disad¬ 
vantageous rate of exchange for assessment and collection pur¬ 
poses is very similar as an unfavorable change in valuation 
basis.®^ Both enlarge the base to which a particular ad valorem 
duty is applicable. 

cellations accrued to the United States as a result of the exchange of notes be¬ 
tween Japan and Canada. The Trade Agreement with Canada, p. 99. 

“ The Trade Agreement with Canada, p. 100. Especially important to the 
automobile industry, this provision makes, in effect, section 37 inapplicable 

to American exports. 

“ Ibid., p. 101. This is still not quite satisfactory since the established domestic 
wholesale selling price is not considered by Canada as satisfactory for pur¬ 
poses of this section. An investigation is held necessary in every case. P. 102. 

~ This provision was carried over from the Tariff Act of 1922. The pure 
gold content of the definitive foreign currency unit is to be utilized in arriv¬ 
ing at a rate. Where this varies by more than five percent from the demand 
cable rate in New York, the latter is to be used. U. S. Tariff Commission, 
Comfarison of Tariff Acts of 1913, 19^^ ^ 93 °- Washington, 1930, PP- 

Disadvantageous in the sense of impeding exports through the rate set for 
the purposes of customs administration. 
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A positive counterpart to the impairment or nullification 
clause, referred to earlier, may be found in most of the trade 
pacts. Sympathetic consideration and consultation, when re¬ 
quested, are to be accorded with respect to representations of 
the other country concerning “the operation of customs regu¬ 
lations, quantitative restrictions or administration thereof, the 
observance of customs formalities, and the application of sanitary 
laws and regulations for the protection of human, animal, or 
plant life.”®=* A number of agreements also provide for a com¬ 
mittee of technical experts, on which both governments are re¬ 
presented, to investigate and make recommendations where dis¬ 
agreement exists concerning the application of sanitary laws and 
regulations.®® It is further stipulated in some of the pacts that 
should either contractant contemplate the application of a new 
sanitary measure, it will consult with the other government to 
minimize the injury to the latter’s commerce to the extent con¬ 
sistent with the impending measure.®^ 

This is an exceedingly important group of provisions which 
conceivably covers the whole range of administrative protection¬ 
ism. Representations with assurance of sympathetic considera¬ 
tion may be made concerning any matter affecting trade ir¬ 
respective of whether or not it is otherwise provided for in the 
agreement. The sanitary provisions are particularly noteworthy. 
Indubitably justified in many cases, they have not infrequently 
been subject to abuse.®® Consultation before the application of 
new sanitary measures or concerning those already in existence 
was advocated by the London Conference in I 933 -**'’ The Monte- 

^Brazil, Xj Hattiy Xj S^tvedetiy XI j Colombiay VIII j Canaday XI j Hon- 
duraSy XII j Netherlandsy Xj Switzerlandy XII j Nicaragiuty XIII5 Guate?nalay 
XIII5 Francey XI5 Finland, XII j Costa Rica, XIII j El Salvador, XIII. 

” Brazil, Colombia, Canada, Honduras, Netherlands, Switzerland, France, 
and Finland. 

** Brazil, Colombia, Honduras, Netherlands. Individual shipments under 
sanitary measures already in force or actions under the pure food and drug 
laws are excepted from this provision. 

“ Report of the Commission of Inquiry into National Policy in Interna¬ 
tional Economic Relations, International Econofnic Relations, University of 
Minnesota Press, 1934, pp. 51, 85, 115, 141. 

** League of Nations, Reforts Affroved by the Conference on July 27, 
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video Conference of 1933 of its resolutions recommended 

the incorporation of the above provisions in commercial treaties 
which might be negotiated in the future.®^ 

It is to be noted that contrary to the opinion of some, the 
above sanitary provisions do not affect the powers of the De¬ 
partment of Agriculture in this field.®® International cooperation 
is, however, promoted, and unnecessary blows at foreign econo¬ 
mies averted. Moreover, experience with the use of sanitary 
measures abroad to satisfy agrarian demands for protection in¬ 
dicates American farm products may benefit considerably from 
this provision.®® 

Parenthetically, it may be noted that the Argentine Sanitary 
Convention which has been before the Senate Committee on 
Foreign Relations for two years, generally speaking, incorpo¬ 
rates the sanitary provisions of the trade agreements. It further 
provides for the localization of qxiarantines to the areas or re¬ 
gions where plant and animal diseases exist.^® This was the policy 
of the United States before the Hawley-Smoot Act.” Actually, 
the proposed treaty would simply remove the friction and ill- 


ig33 and Resolutions A do f ted by the Bureau and the Executive Committeey 
p. 31. 

U. S, Department of State, Refort of the Delegates of the United States 
of America to the Seventh International Conference of American States^ Monte¬ 
video, Uruguay, 1933, Conference Series No. 19. Washington, 1934) PP- 
26a. 

^ E,g,y Congressional Record^ volume 81, 75th Congress, ist session, Feb¬ 
ruary 19, i937> p. 17045 February 9, p. 125^ > U. S. Senate, Extending 
Recifrocal Trade Agreement Acty Hearings before the Committee on Finance, 

75th Congress, ist Session, Washington, i937> pp. 87, 295. 

“ See U. S. Tariff Commission, Recif rocky and Commercial Treaties, Wash¬ 
ington, 1919, pp. 480-481} U. S. Department of State, Sanitary Convention 
betvjeen the United States and Argentina, signed May 24, i 935 > Commercial 

Policy Series, No, 17, Washington, 1935? PP* ^■^* 

" U. S. Department of State, Sanitary Convention betvjeen the United States 

and Argentina, Article III, p. 9. Only plants and animal products are affected. 

For some details, see National Foreign Trade Council Argentine-American 

William S. Culbertson, February 1937- 

"U. S. Senate, of. cit., p. 88. The failure of the Senate to ratify this 
treaty offers a convincing commentary upon the possibilities of a contractual 
commercial policy dependent upon Senate approval. 
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feeling which the American embargo on Argentine meat has 
produced. 

nTHFR MINOR PROVISIONS 


In addition to the provisions discussed above, there are 
several others which merit attention before concluding this 
chapter."^* To prevent any conflict arising between provisions of 
the trade agreements and any neutrality policy which the United 
States may institute, the following provision is to be found in 
thirteen of the agreements: 

Nothing in this Agreement shall be construed to prevent ... the 
adoption of such measures as either Government may see fit with 
respect to the control of the export or sale for export, of arms, muni¬ 
tions, or implements of war, and, in exceptional circumstances, all 
other military supplies.’® 

In three of the agreements, action in exceptional circumstances 
is restricted somewhat to “other material needed in war.” 

This provision has been criticized, and perhaps with some 
truth, on the grounds that it is contrary to the “freer trade” 
philosophy of the whole program. Moreover, it is held that 
nations will aim at securing a greater degree of economic au¬ 
tarchy and will direct trade to countries without restrictions on 
exports considered essential to the conduct of war.’* The recon- 


” It may be pointed out that in the trade agreement with Switzerland, the 
Swiss government agreed to a vigorous regulation of exports of watches and 
watch movements. Smuggling into the United States has been estimated to 
run into the exceedingly high figures of nearly one million watch move¬ 
ments in a single year. U. S. Department of State, Trade Agreement bet<ujeen the 
United States and S^witzerlandy press release, January 9, i935> p. 2 > Switzerland, 
pp. 42 - 43 - 

In the Canadian note to the United States, Canada promised to interpret the 
phrase “goods of a kind not made in Canada” more liberally so as to apply only 
to items produced in commercial quantities. Through the most-favored-nation 
clause this was further refined to exclude items representing less than one-tenth of 
total Canadian production (Canadian-Japanese trade pact), U. S. Tariff 
Commission, Trade Agreement wth Canada^ pp. 103-104. 

Cubay XII5 Brazily IX 5 Haitiy IX; S<wedeny XII; Canaday XII; HonduraSy 
XIII; Netherlandsy XI; Nicaragtuiy XIV; Guatemalay XIV; Francey XII; Ftn- 
landy XVI; Costa Ricay XIV; El Salvadory XIV. 

See E. Borchard, “Neutral Embargoes and Commercial Treaties,” Ameri- 
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dilation of these two polides presents a problem which must be 
considered without the scope of this analysis. Suffice it to point 
out that world peace is an indispensable condition to the de¬ 
velopment of international trade upon solid foundations. 

The World Economic Conference of 1927 recommended 
“that States should conclude their commercial treaties for as 
long a period as possible and should follow, in this regard, the 
policy practiced by a large number of countries before the 
war.’”® This is as true today as it was in 1927. Stability and cer¬ 
tainty with regard to barriers are vital to the functioning of 
individual traders in the machinery of international trade. Most 
of the trade agreements negotiated by the United States have 
a tenure of three years, and all are subject to denunciation upon 
six months’ notice.’® The agreement with three others are for 
two years.” Of the remaining three, two, with France and Hon¬ 
duras, are for one year, while that with Belgian has no definite 
term.’® It is intended, however, that all the agreements shall 
continue beyond the specified tenure.’® Of course they are open 
to modification at the end of this initial period or subsequently.®® 
It appears fair to state that considering the post-war and recent 

can Journal of International Law, July 1936, pp. 504-505. It is said that 
Great Britain has been concerned with these aspects in the preliminary conver¬ 
sations being carried on to negotiate a trade agreement with the United 
States. Washington Post, January 28, 1937. See also B. Baruch’s statement 
before the House Military Affairs Committee, New York Ttmes, February 


’ '‘Final Refort, C. E. I. 44(a), p. 25; see also, Commercial Treaties: Tart^ 
Systems and Contractual Methods, D. Serruys, II. Economic and Financial 1927. 

'‘Cuba, XVII; Haiti, XIV; Sweden, XV; Netherlands, XVIII; S^tzerland, 
XVIII; Nicaragua, XVII; Guatemala, XVII; Finland, XIX; Costa ica, 

XVI; El Ealvador, XVII. 

"Brazil, XIV; Colombia, XIII; Canada, XV. 

"Honduras,y.\N-, France,Belgium,^. Z- 

” U. S. House of Representatives, State Department Affrofnation Bill, 1937, 
Hearings before the Subcommittee of the Committee on Appropriations, 74th 

Congress, 2d Session, Washington, 1936, p. 28. 

»» France is apparently laying the groundwork for an expansion of the trade 

pact, the initial period of which expires in June 1937. ^ 

4 , ^ 937 * 
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trends in this respect, the agreements meet, to a considerable 
degree, the recommendation of the conference referred to 
above. However, it must be hoped that nations return to the 
pre-war practice of instituting contractual commercial arrange¬ 
ments for a period of five years or more.®^ The six months 
notice provision is probably satisfactory and has been suggested 
by the International Chamber of Commerce as a minimum.®'* 

With reference to duration, it may be pointed out that all 
the trade agreements contain provisions which may be utilized 
to terminate them before the expiration of the initial term of 
the agreements or at any time thereafter upon short notice (usual¬ 
ly 30 days). These termination provisions may be summarized 

as follows: 

1. Difficulties arising out of the application of the most- 

favored-nation clause to exchange controls.®® 

2. The event of a wide variation in the rate of exchange be¬ 
tween the currencies of the contractants.®* 

3. Imposition of quantitative restrictions upon imports be¬ 
cause of domestic economic rehabilitation programs.®® 

4. The withdrawal or quantitative restriction of concession 
items from which third countries have gained the major benefit 
or which have resulted in an undue increase in imports.®® 

A vivid contrast is presented by the comparison which has been made 
between 196 pre-war with 307 post-war treaties up to 1929. There has not 
only been a sharp decline in the tenure of treaties but also in the length 
of notice required. If the period after 1929 were included, the contrast would be 
even sharper. See World Trade^ supplement, April 1929, p. 20. 

Ibid*^ p, 23, 

Cuba^ XI j Honduras^ VIII; Nicaragua^ IX; Giiatemalay IX; Costa 
Rica XVI; El Salvadory IX. 

^ Belgiumy p. 3^ Snvederiy X; Canaday X; HonduraSy XI; NetherlandSy IX; 
S<ivitzerlandy XI; Nicaraguay IX; Guatemalay XII; Finlandy XIII; Costa Ricay 
XVI; El Salvador, XII. 

“ Brazily II • Svjederiy VII; Colombiuy V; Canaday VII; HonduraSy V; Nether- 
landsy VII; Svjitzerlandy VI; Nicaraguay VI; Guatemalay VI; FrancCy V; Fin¬ 
landy VII i Costa Ricay VI; El Salvadory VI. 

“ Belgiumy p. 3 j Svjedeny XIV; Canaday XIV; NetherlandSy XIV; Svoitzer- 
landy XVI; FrancCy X. 
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5. Adoption of policies which, though not conflicting with 
the terms of the agreement, tend to impair or nullify an es¬ 
sential object of the arrangement.®^ 

6. Reduction of quota contingents or increases in duties on 
specified schedules.®® 

7. Specified contingencies with reference to the duty on 
Cuban sugar and tobacco j repercussions to the Swiss watch in¬ 
dustry arising out of efforts of the United States to stamp out 
smuggling j failure to grant the Netherlands most-favored- 
nation treatment with reference to levies on coal, coke, or coal 
or coke briquettes.®® 

The use of these termination clauses is purely discretionary in 
each case. In passing it may be noted that the President can ter¬ 
minate any agreement in whole or in part at any time and for 
any reason upon consent of the foreign contractants.®® 


S'uAtzerland, XV j Netherlands, XII; France, XI. 

Netherlands, VI (quotas) ; France, II (duties), VI (quotas). 

Cuba, XVII; Switzerland, XVII5 Netherlands, I. 

Appendix, p. 305. Resort to the specific provisions enumerated above under 
which the agreements may be terminated depends upon unilateral decision since 
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the consent of the foreign country is not necessary. 
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RESULTS OF THE RECIPROCAL 

TRADE PROGRAM 

COMMENTS ON THE TRADE EFFECTS OF THE AGREEMENTS 

The functional analysis presented in the preceding chap¬ 
ters focused attention upon the achievements of the new trade 
policy of the United States from the view of its twin objectives 
—the liquidation of trade barriers to spur the recovery of foreign 
trade, and the promotion of the principle of equality of treatment. 

In the present chapter, the problem to be considered is 
whether the program can be causally linked with recent inter¬ 
national trade statistics. This reaches the very heart of the dif¬ 
ficulties presented by the conditioning influence of the nature 
of economic science upon the usefulness of quantitative analyses. 
Economics is a social science necessarily dealing with phenomena 
in the mass. One of its chief characteristics lies in its lack of 
amenability to the isolation of the various forces bringing about 
a given situation. It is, therefore, rarely possible to establish any 
direct causal relationships} and this is true even assuming the 
availability of economic statistics. 

Any attempt to evaluate the reciprocal trade agreements upon 
the basis of statistical evidence must accordingly fail in a large 
measure. When in addition the grave maladjustments which 
have pervaded the world economy in recent years are brought 
into the picture, it is even more difficult to gauge the statistical 
effects of one aspect of national economic policy. 

If attention is directed specifically to the trade agreements 
program, a number of considerations may be cited to demon¬ 
strate the validity of these general observations. How are the 
influences of the trade cycle to be segregated from the effects of 
a moderate liberalization of trade barriers.'’ To what extent has 
the improvement of American trade with non-agreement coun- 
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tries been due to general industrial recovery in the United 
States? To the diffusion of purchasing power from freer trade 
relations with trade agreement countries? To the requirement 
of generalization under the unconditional form of most-favored- 
nation treatment? To economic recovery in the third countries 
themselves? What would have been the effects upon trade had 
there been no provisions for binding existing customs treat¬ 
ment? In what degree have special factors affected the trade 
movements of individual commodities? What have been the 
effects of currency instability and depreciation upon the eco¬ 
nomic flow of goods? What role has been played by political 
instability in the results of the new American trade policy? The 
scope and implications of these questions indicate the great dif¬ 
ficulty, if not impossibility, inherent in any endeavor to arrive 
at a satisfactory statistical appraisal of American trade policy. 

This is not to deny in any way that lowered trade barriers 
tend, ceteris 'paribuSy to lead to increased trade. The relaxation 
of quantitative restrictions, the mitigation of the severity with 
which exchange controls are applied, and the reductions of 
tariffs are all factors tending to encourage international trade. 
It can be definitely posited that the reciprocal trade agreements 
have been a factor in recent developments in American foreign 
trade. But beyond this, it is difficult to go into any statistical 
analysis.^ The ensuing discussion, accordingly, while offering 
certain statistics proceeds upon the underlying assumption that 
the liquidaton of international trade restrictions is one element 
in a situation conditioned by manifold and complex forces. 


STATISTICAL ASPECTS OF THE RECIPROCAL TRADE AGREEMENTS 


The sixteen trade agreements negotiated up to the present 
time constitute the concrete expression of the new American 
conventional tariff policy. Both the number of agreements nego¬ 
tiated and the proportion of American foreign trade invo ve 


‘See A. M. Fox, “Quantitative and Qualitative Changes in International 
Trade During the Depression,” American Economic Revtew, March 1937 . P- 
,2. E. Dana Durand of the United States Tariff Commission, while stating 

that statistical analyses, can go far in this direction, implicit y, ® 

its wide limitations. “Measurement of Effects of Reciprocal Trade Agreements, 

Journal of the American Statistical Association, March i937> PP* 5^ 
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Table I 

United States Foreign Trade with Trade Agreement 

Countries 



Area 


IQ29 


Value 
{lyooo's oj 
dollars) 


Per cent 


1934 


Value 
(/,oc?o*j of 
dollars) 


Per cent 


EXPORTS 

Grand Total 

North America^ 
South America* 
Europe* 

Asia^ 

Africa® 

Total Trade Agreement 
Countries 


IMPORTS 

Grand Total 


North America 

South America 

Europe 

Asia 

Africa 


Total Trade Agreement 
Countries 


5,240,995 

I, 161 ,400 
158,840 
594,839 
48,176 
16,326 


1,979,581 



4,399,361 


813,140 

312,514 

44I,947 

82,330 

7,174 


22.2 
3-0 
II.4 

.9 

•3 


37-8 


18.5 

7*1 




1-9 

.2 


2,I32,8cX) 

386,268 

62,977 

264,161 

11,704 

5.784 


730,894 


1,636,003 


334,614 

139,862 

169,973 

43,182 

3,352 


18. I 

2.9 

12.4 

.6 

•3 


34*3 



20.5 

8.6 

10.3 

2.7 

.2 


1,657,105 


37-7 


690,983 


42.3 


' Cuba, Haiti, Canada, Honduras, Netherlands, W. Indies, Costa Rica, Guate¬ 
mala, Nicaragua, El Salvador, French W. Indies. 

* Brazil, Colombia. 

* Belgium, Sweden, Switzerland, Netherlands, Finland, France. 

* Netherlands India, French Indo-China. 

® Algeria, Tunisia, Madagascar and other French Africa nor including Morocco. 
Source: U. S. Department of Commerce: Foreign Commerce and Navigation of the 
United States. 


portray, in a limited way, the results of the administration’s 
efforts to institute a policy of formal bilateralism. 

In the accompanying table, data are presented showing the 
trade importance of the agreement countries.^ These countries 

For statistics for individual countries, see infra, appendix, p. 330 et seq. 

Where figures for specific countries are referred to they are derived from this 
table. 
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accounted for $1,979,581,000 and $730,894,000 worth of exports 
in 1929 and 1934 respectively, or 37.8 and 34.3 percent of the 
total value of American exports in those years. Because of the 
Canadian agreement. North America ranks first among the geo¬ 
graphic areas of the world in point of the proportion of trade 
involved. Canada’s share in the exports of the United States 
in 1929 and 1934 was 18.1 and 14.2 percent respectively.® Cuba 
imported 2.5 and 2.1 percent for the same years,* the remaining 
five Central American countries and Haiti taking only i.o and 

I. 1 percent of total exports during 1929 and 1934.® 

Belgium, Sweden, Switzerland, Netherlands, Finland, and 

France, the European countries with which agreements have 
been concluded, shared in American exports to the extent of 

II. 4 and 12.4 percent, respectively, in the two years for which 
data are presented. France, the most important of these countries, 
accounted for 5.1 and 5.4 percent of American exports. Nether¬ 
lands, Belgium, Sweden, Finland, and Switzerland followed 

« 

France in the order named. Including the possessions of the two 
empire countries, France and the Netherlands, the percentages 
for the former would be 5.5 and 5.9, while for the latter 3.9 
and 3.5 percent respectively.® 

On the side of imports, trade agreement countries exported 
$1,657,105,000 and $690,983,000 worth of merchandise to the 
United States during the years 1929 and 1934, or 37.7 and 
42.3 percent of all imports into the United States during these 
years. As with exports. North American countries dominated, 
accounting for 18.5 and 20.5 percent respectively. Canada and 
Cuba accounted for 16.2 percent, or 11.5 and 4.7 respectively, of 
the total for 1929. In 1934, the corresponding percentages were 

* Ibid. 

* Ibid. 

* Ibid, These figures exclude o.i percent for French Madagascar in both years, 
and 0.5 and 0.6 percent in 1929 and 1934 for Netherlands West Indies. 

* For France these figures include France proper, French West Indies, French 
Guiana, French Indo-China, Algeria, Tunisia, and Madagascar. In addition 
to the Netherlands, the figures include Netherlands West Indies, Netherlands 
Guiana, and Netherlands India. With the possible exception of Netherlands 
India all the other territories mentioned here are negligible in importance. 
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187 13 9 , and 4.8 respectively/ Haiti and the Central American 
countries again formed a negligible factor in American imports 


as in exports. 

France, the most important of the European countries, was 
responsible for 3.9 and 3.5 percent of all American imports, the 
total from European trade agreement countries being lO.O and 
10.3 percent in 1929 and 1934. The inclusion of territories would 
raise French figures to 4.1 and 3.9 percent respectively. For the 
Kingdom of the Netherlands a like addition would yield 5.3 
and 4.9 percent.® Netherlands proper accounts for 1.9 and 1.7 

percent of American imports. 

On the basis of the proportion of foreign trade accounted for 
by countries with which reciprocal pacts have been concluded, 
the American trade policy has apparently achieved substantial 
results. The bulk of this proportion is with eight of the trade 
agreement countries. Haiti, Finland, and the Central American 
countries are of comparatively minor importance in the inter¬ 
national trade of the United States.® 

The extent to which trade barriers have been demobilized and 


discriminatory practices discouraged under these trade agree¬ 
ments has been discussed in the preceding chapters. Subject to 
the important qualifications and conditioning influences outlined 
at the beginning of this chapter, statistics may be considered at 
this point concerning the trend of American foreign trade since 
the initiation of the reciprocal trade program. Though the effects 
cannot be isolated from other influences at work, it is for the 


purpose of stimulating the flow of goods across national frontiers 
that bilateral action has been taken by the United States in a 
frontal attack upon customs barriers. The comparatively short 
period, however, during which these agreements have been in 
operation is another qualifying factor of considerable significance. 
Six agreements have been in effect for a year or more, but only 


^Netherlands West Indies accounted for 1.5 and .5 percent in 1929 and 
*934> of the remaining figure. 

'Netherlands India makes up 1.9 and 2.6 percent of these figures. 

* Some further comment upon this aspect of the program will be made in the 
latter part of this chapter. 
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one for as long as two years. Assistant Secretary of State F. B. 
Sayre, in recognizing this further limitation upon any statistical 
appraisal, declared: 

We must realize that in the first place the program has been under 
way for but a short period. Only one agreement has been in force 
for as long as two years. Ten of the fifteen agreements became effec¬ 
tive at varying times during the past year, and the agreement with 
Costa Rica (and El Salvador) has yet to come into effect. Commerce 
does not at once take advantage of the removal of obstructions to its 
flow; the reestablishment of markets for products on behalf of which 
concessions are obtained is of necessity a gradual process.^® 

At the outset it must be stated that the trend of American 
foreign trade has been upward since 1932, in terms of both value 
and quantity. The years 1933 to 1936 inclusive witnessed in¬ 
creases in both import and export totals over the preceding 
year.^^ From the low water mark in 1932 of $1,611,000,000 for 
exports and $1,323,000,000 for imports, trade recovered by 
1935 to the extent of $2,283,000,000 and $2,047,000,000 re¬ 
spectively.^^ By geographic areas containing non-agreement coun¬ 
tries, statistics in 1934 and 1935 showed increases over the prev¬ 
ious year in all cases except Asia, in which, after a substantial 
increase in imports from the United States in i 934 > ^ slight 
decline set in for the succeeding year.^® Similarly, American 

** U. S. House of Representatives, Extending Reciprocal Foreign Trade 
Agreement Act., Hearings before the Committee on Ways and Means, 75th 

Congress, ist Session, Washington, 1937, p. 104. 

U. S. Department of Commerce, World Economic Review, i 935 > Washing¬ 
ton, 1936, p. 92; Monthly Summary of Foreign Commerce of the United 
States, December, 1936, pp. 3-4; infra., appendix, tables XV, XVI. 

” U. S, Department of Commerce, Foreign Commerce and Navigation of 
the United States, 1935, Washington, 1935, p. 701 • Statistics for 1936 will be 
offered presently. These statistics vary from those presented in Chapter I 
due to the fact that the latter have been converted to 1929 gold dollars. The 
effect of falling gold prices would thus describe the gold value of American 
foreign trade as declining until 1935, in which year it made a substantial 
recovery. See League of Nations, Review of World Trade, 1935, H- Economic 

and Financial 1936. II. A. 14, pp. 34> 82. 

” U. S. Department of Commerce Foreign Commerce and Navigation of the 
United States, 1935, Washington, 1936, pp. 72-73. Also, infra appendix table 
XV. The latter fact was due chiefly to the decline in exports to China though 
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foreign trade with agreement countries showed, generally speak¬ 
ing, an improvement before the implementation of the new 

American trade policy. 

This was not, however, entirely true of all trade agreement 
countries. Imports from Netherlands proper and Colombia, whde 
increasing in 1934, declined in i935>^‘ The same tendency is to 
be found in exports to these countries and Switzerland.^® In the 
cases of Cuba, France, Canada, Belgium, Sweden, Finland, and 
Guatemala, gains were registered in 1935 from both the import 

and export side.^® 

If it is true that the trade revival has been quite general, has 
there been a differential rate of growth as between agreement 
and non-agreement countries? Table II presents, in summary 
form, trade data on both groups of countries.'' Apparently, 
exports and imports expanded at a more rapid pace with agree¬ 
ment countries, though this differential is greater in the case of 
exports than imports. Total exports increased 7.7 percent in 
1936, but agreement countries purchased 15.0 percent more in 
1936, while all other countries imported 4.1 percent more. In 
1936 there was an increase in total imports of 18.7 percent. Im¬ 
ports from countries with which pacts have been concluded and 
which were in effect during 1936 increased 21.9 percent as com¬ 
pared with 16.5 percent for all other countries. The percentage 
increase in exports to and imports from the various countries with 
which agreements were in force during the entire year 193^ 
was 15.9 and 24.3 percent. 

Japanese imports declined slightly. For recent statistics of American trade 
with the leading non-agreement countries, see infra appendix, table XVIII, 

P* 335 - 

** Ibid, This was also true of Haiti, Honduras, Costa Rica, Nicaragua, 
Netherlands Guiana, and French Guiana. These, however, do not loom sig¬ 
nificantly in the trade statistics of American foreign trade. 

^ Ibid, Also Haiti, Honduras, Costa Rica, Nicaragua, Salvador, French 
West Indies, Netherlands Guiana, French Indo-China, Algeria, and Tunisia. 

Ibid, Only Belgian and Swedish agreements of this group became effective 
during 1935, entering into force on May i and August 5 respectively. The 
Haitian agreement entered into force this year also on June 3. U. S. Depart¬ 
ment of Commerce, Commerce RefortSy February 6, 1937, p. 117* 

The subsequent statistics exclude Costa Rica and El Salvador from the 
agreement countries since they were not in effect in 1936. 
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These latter agreements deserve further consideration since 
the available statistics cover a longer period than is true of the 
other pacts concluded. Table III offers the trade movements 
between these countries and the United States during the years 
1935 and 1936. It is evident that, with the exception of Belgian 
imports from the United States, and American imports from 
Brazil in 1936, there was a differential rate of increase consider¬ 
ably in favor of agreement countries as compared with non-agree¬ 
ment. The relative increases in imports from Belgium, Haiti, 
and Canada and the relative expansion of exports to Canada and 
Haiti are particularly striking."® In the cases of four of these 
countries—Belgium, Sweden, Canada, and Brazil—trade with the 
United States had started to improve in 1933. Foreign trade with 
Cuba started upward in 1934, while Haitian statistics showed a 
continuous decline from 1931 to 1935 with the exception of in¬ 
creases in imports into the United States in 1933 1934 *^* 

Table IV presents further statistics upon these six countries. 
The yearly basis involved here includes the twelve months" 
period beginning with the month in which the respective agree¬ 
ments became effective.*” Total increases in 193^ over 1935 
cannot be compared with the statistics for all non-agreement 
countries since they cover different time periods. Relative Ameri¬ 
can export figures for 1936 differ insignificantly, with the excep¬ 
tion of Belgium, from those offered in the preceding table. Im¬ 
port figures diverge considerably from those above but in all 
cases these differences result chiefly from the fact that statistics 
for four of these countries are not on a calendar year basis.*" 
The decline in American imports from Cuba in 1936 is due 

It may be noted, however, that in some cases percentage increases may 
be a misleading criterion to the extent that the base year figures are so low 
that a small increase may loom disproportionately large. 

U. S. Department of Commerce, Foreign Commerce and Navigation of the 
United Statesy 1935, p. 791. 

The Belgian agreement, for example, became effective on May i, i935> so 

that the twelve months* period considered begins with May and ends with 

the last day of the following April. Thus, in this case part of 1933 is included 
in the statistics. 

Table IV includes reexports which accounts for the disparity in the 
Canadian and Brazilian figures in both tables. 
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Table III 


United States Foreign Trade with Certain Countries with 
WHICH Trade Agreements Have Been in Effect One Year 

(1,000’s of dollars) 



ms 

m 6 

Per cent 
Increase 

exports' 




Total 

508,657 

589,506 

159 

Cuba 

59,192 

66,718 

12,7 

Belgium 

56,691 

58,400 

3-0 

Haiti 

3,181 

38,016 

3,872 

21.7 

Sweden 

42,905 

368,768 

12.9 

Canada 

308,157 

19.7 

Brazil 

43,420 

48,843 

12.5 

All Other Countries 




(non-agreement) 

1,490,727 

1,551,508 

4.1 

Total all countries 

• 

2,243,081 

2,416,477 

7-7 

IMPORTS 


718,886 


Total 

578,478 

24-3 

1 

Cuba 

111,351 

129,722 

16.5 

Belgium 

39,384 

58,672 

49.0 

Haiti 

1,151 

1,846 

60.4 

Sweden 

41,225 

48,168 

i6.8 

Canada 

286,112 

377,616 

32.0 

Brazil 

99,255 

102,862 

3-6 

All Other Countries 



16.5 

(non-agreement) 

1,194,768 

1,391,722 

Total all countries 

2,038,905 

2,421,056 

18.7 


‘ Re-exports excluded. «... er • 

Source: U. S. Department of Commerce, Records of the Dwsion of Fore^n Trade 

Statistics, Bureau of Foreign and Domestic Commerce, Washington, U. c. 

primarily to the fact that in the 1935 figures are included the 
sugar quotas for all of 1934 ^ud four-fifths of that for 1935* 
In 1936, with no anticipation of lower duties, the marketing o 
sugar was less spectacular.^*’* This illustrates the significant fact 

”ln the first period, an additional factor was the substantial incre^ in the 

unit values of American imports of sugar from Cuba. U. S. 

^e, Analysis of Cuban-A merican Trad. During the Fsrst T^o Years under 

the Recifrocal Agreement, January 19, i 937 > P- *• 
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Table V 

United States Exports to and Imports from Countries with which Trade Agreements Have 

Been in Effect for Only Part of 1936. Includes Data Through December 

(Thousands of dollars) 
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that anticipation of lower trade barriers by foreign traders causes 
trade figures to be lower during the period before an agreement 
becomes effective and higher afterward than they would probably 

be otherwise. 

The remaining agreements in force some part of 1936 have 
been in effect so short a period that it is difficult to perceive how 
the movements in foreign trade with these eight countries can be 
significant from the view of the present discussion. In table II 
above it was shown that while exports to these countries increased 
faster than those to non-agreement countries, imports moved in 
both cases at about the same rate. Table V contains trade statistics 
covering a three-year period but only for those months during 
which these agreements were in effect in 1936- The difficulty 
with figures of this type is that they may not indicate the true 
trend of trade for the years concerned, since seasonal fluctuations 
may distort the picture considerably. 

With the exception of Honduran imports from the United 
States and American imports from Colombia, trade under six 
agreements which were in force six months or more of 1936 
registered increases over the analogous period for 1935. Imports 
from the Kingdom of the Netherlands, Switzerland, and France 
made the largest gains j all of them countries which devalued 
their currencies in the fall of 1936. Exports to Colombia and 
Guatemala expanded relatively more than to the other countries 
listed. Notice should be taken of the large increase in exports 
to Finland in which tariff concessions as a factor could hardly 
have been more than negligible. 

To summarize the above statistical tabulations it appears that, 
generally speaking, there has been a differential rate of increase 
in American foreign trade as between agreement and non-agree¬ 
ment countries. This differential is, moreover, apparently greater 
for agreements which have been in effect at least one year.®® 

For 1935 and 1936 statistics (full calendar year) concerning the eight 

agreements in effect only part of 1936, see infra, appendix table XVII, p. 334.. 

Agricultural exports for the eleven months’ period January to November show 

approximately the same trend as that for industrial products. U. S. Senate, 

Extending Recifrocal Trade Agreement Acty Hearings before the Committee 

on Finance, 75th Congress, ist Session, Washington, i937> p. 171 (table 
inserted by H. A. Wallace). 
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It may be observed that in the above discussion no dichotomy 
is made between concession and non-concession items. When a 
longer period of time has elapsed during which the agreements 
have been in operation and statistical data is made available, such 
a study might show significant results. Even then, however, cer¬ 
tain difficulties will be met. For one thing, no statistical appraisal 
appears possible concerning articles the existing customs treat¬ 
ment of which was conventionalized by the agreements. Who 
can say what barriers there would have been in the absence of 
reciprocal relations, and even if this were possible how could 
the trade effects be gauged? 

In addition, the use of the imconditional clause precludes any 
definitive statements via a country analysis. Of course the use of 
the chief supplier formula lessens this difficulty but, and this 
applies to the statistics presented earlier, the generalization of 
tariff concessions must be borne in mind when consideration is 
given to trade trends with non-agreement countries. 

The main supplier formula tends to concentrate concessions 
on items which a foreign country can advantageously produce. 
These articles may accordingly be expected to dominate to a 
considerable degree the trade movements between the two coim- 
tries. It follows therefore that the fact that concessional products 
recover more rapidly than non-concessional may be due in a 
large measure to their relative importance in the economy con¬ 
cerned. 

Another factor to be borne in mind in any division between 
concession and non-concession items is the probability that the 
increased money purchasing power implicit in any trade expan¬ 
sion will be diffused over all articles of trade in varying degrees. 
Thus, increased exports may mean a shift to the right of the 
entire demand schedule of one country for another country s 
products. Ceteris faribus, therefore, it is entirely possible that, 
to the extent that the effects of the concessions exchanged can 
be measured over a fairly long period of time, they may appear 
as less significant factors than they actually have been. 

With these considerations in mind some attention may be 
given to the available data concerning the movements of con- 
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cessional as compared with non-concessional items. Only in the 
case of Cuba are suitable data available for this purpose. This 
agreement, of course, constitutes an exception to American policy. 
Statistics are available for Canada but only for the first six months 
of its operation.** To shed some light upon trade movement of 
affected and unaffected items a brief discussion of these two 
studies is in order. 

On the basis of statistics for the first two years of the Cuban 
agreement it would appear that there has been no marked differ¬ 
ence in the rate of growth as between concession and non-conces¬ 
sion items.*® In the first year of the agreement, articles upon 
which duty reductions or increased preferences or both were 
granted increased about 36 percent over the previous year.*® 
Articles the tariff treatment of which was unchanged by the 
agreement increased 25 percent.*^ During the second year, when 
no anticipation of lower tariffs affected trade, the corresponding 
figures were 42 and 45 percent respectively as compared with 
the last pre-agreement year.*® 


The Treasury Department has supplied data upon 212 tariff items upon 
which reductions were granted, but since the method of sampling is unknown 
these figures are of limited value. There .were seventy-three items upon which 
tariffs were lowered and of which imports in 1936 declined. These were, 
on the whole, articles of lesser importance. See U. S. House of Representa¬ 
tives, Treasury Department Appropriation Billy 1938, Hearings before the 
Subcommittee of the Committee on Appropriations, 75th Congress, ist Session, 
Washington, 1937, pp, 237-247. 

The most-favored-nation clause does not affect this discussion since the 
tariff reductions and preferences exchanged are exclusive. 

U. S. Department of State, Analysis of Cuban-American Trade During 
the First Tvjo Years under Reciprocal Agreement. This and the ensuing statis¬ 
tics have been calculated from the totals appearing in Table 3. The years 
considered are 1933-34, i934-35> 1935-3^5 September to August inclusive. 

Includes the binding of existing customs treatment. The trade statistics 
for the two groups upon which these percentages are based were 5 for the 
first, imports in the base year, $34»993)00o with increases of $12,534,000 and 
$141583*000 respectively in the two succeeding years j for the second, 
^'^>3*7)000, $4i435)Ooo and $7,861,000 correspondingly, ibid. 

See Nevj York Times, September 6, 1934, for a statement showing the 
anticipatory element in the increase in exports to Cuba which causes an under¬ 
statement of trade in the base pre-agreement year. 

The number of items for which declines were recorded numbered three 
in both the first and second years (duty reduction items totaled seventy-one). 
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Substantially the same results are to be found in the recovery 
of American imports from Cuba. While in the first year of the 
agreement, commodities upon which tariff reductions were 
granted increased 156 percent over the base pre-agreement figure, 
other imports increased about 76 percent. In the second year the 
increase in the first group over the same base year was 63 
percent in comparison to 62 percent for items whose tariff status 
was unchanged.*® 

The period of time covered by the Canadian analysis is so 
short that it merits only brief mention. Items upon which Canada 
accorded the United States a tariff cut increased 24 percent in 
1936 relative to trade in 1935, while commodities not falling 
within this class expanded 8 percent.®® Concession imports into 
the United States, of the duty reduction type, rose 65 percent as 
contrasted with 24 percent for other articles exported from 
Canada.®^ 

Studies have been made of the Belgian and Swedish agree¬ 
ments, which have also been in effect at least one year, and for 
which data are available, but these are not official in nature. 
Generally speaking, no marked differential in the rate of re¬ 
covery between the two groups of commodities involved in this 
discussion can be detected.®* It is probable that when sufficient 
time has elapsed the other agreements, while varying somewhat 
individually, will reveal no clear-cut disparate trade trends with 

For the seventy-eight items for which no change was provided there were 
declines in eighteen for the first year and fourteen for the second. Certain 
minor items have been omitted by the State Department in its analysis due to 

the absence of adequate data. . 

Total imports of items in the first category in the base year (i 933 - 34 ; 

aggregated $37,429,000 with increases of $95)586,ooo, and $60,946,000 
respectively occurring in the two subsequent agreement years. The corre¬ 
sponding statistics for the second group were $9,712,000, $7,360,000 an 
$5,964,000 respectively, U, S. Department of State, of, cit. . 

*®U. S. Department of State, Analysis of Canadian-American Trade Dunng 
the First Half Year under the Recifrocal Agreement. The percentages are 

based upon data presented in Tables 3 and 4. 1 i j 

” A study of the first year of the Canadian Agreement has been completed. 

^Monthly Bulletin of the American Tariff League, July and September 
1936. When the “quota countries” are analyzed, non-tariff trade liberating con¬ 
cessions must also be considered. This is true of Belgium. 
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respect to items benefiting by lower duties and whose tariff 
treatment has not been modified. For the present, there is in¬ 
sufficient statistical evidence upon which to base any conclusive 
observations. 

Certain conclusions may be drawn from the statistical data 
presented in this chapter. Part of the upward surge of American 
foreign trade which occurred beginning with 1933 trade was 
with the various agreement countries j trade was already improv¬ 
ing before the reciprocal pacts went into effect. There appears 
to have been subsequently a differential rate of increase for the 
agreement countries as compared with other countries. This 
statement, however, can be safely made only in those cases in 
which agreements have been in effect for at least one year and 
for which data are available. Finally, adequate data are not avail¬ 
able to distinguish any significant disparate trends in the trade 
movements of items benefiting by relaxed customs restrictions 
compared with commodities unaffected in this manner.®® 

Over the short period under review, probably the dominant 
elements in the recent trends in the statistics of the United States 
imports have been the drought and the rapid internal economic 
recovery from the low levels reached during the depression.®^ 
Industrial recovery stimulated the importation of raw materials 
and led to greater purchases abroad of more or less non-competi¬ 
tive foodstuffs. The drought caused unusual importations of 
competitive agricultural products ordinarily relatively insignifi¬ 
cant In the composition of American imports.®® 

These two factors probably explain to some extent the differ¬ 
ential rate of increase of imports from agreement countries since, 
with the possible exceptions of France, Switzerland, and Bel¬ 
gium, all are economies In which the production of commodities 

“To analyze comprehensively and fully this aspect of the question would 
involve tremendous research reaching in many cases into analyses of indi¬ 
vidual industries themselves. See E. Dana Durand, of. cit. 

League of Nations, World Economic Survey, 1935-36, II. Economic and 

Financial 1936. II. A. 15. p. 170} U. S. Department of Commerce, World 
Economic Review, p. 92. 

U. S. Senate, The Significance of Agricultural Imforts, Document No. 
263, 74th Congress, 2d Session, Washington, 1936 (prepared by the Depart¬ 
ment of Agriculture). New York Times, January 30, 1937. 
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falling within these categories play a more or less significant 
role.®® 

Export trade appears to have been affected to a considerable 
extent by the process of economic recovery in a number of foreign 
countries combined with the impetus to industrial activity result¬ 
ing from unstable international political conditions.®^ One of the 
factors responsible for the greater relative growth of exports to 
agreement than to non-agreement countries is that the former 
have quite generally maintained commercial policies less restric¬ 
tive of American export trade.®® 

" The press releases of the State Department analyzing the various agree¬ 
ments contain a list of the important imports from each of the trade agree¬ 
ment countries. This discussion is mainly concerned with factors other than 
trade agreements. 

" U. S. Department of Commerce, of. cit., loc. cit., “Foreign Tariffs and 
Commercial Policies During 1936,” Commerce Reports, February 6, 1937, p. 
99. The extent to which industrial recovery is based upon the unstable in¬ 
fluences of stupendous armament programs, undertaken in 1936, cannot, of 

course, be determined. 

“League of Nations, of. cit., p. 171. Unlike the increase in imports, the ex¬ 
pansion of exports has been concentrated in Latin America and the British 
Dominion. The extent to which devaluation of the dollar affected trade move¬ 
ments is difficult to determine. It is possible that without devaluation the 
differential increase in imports might have been greater. 



XIII 

CONCLUSION 

THE LIBERALIZATION OF AMERICAN COMMERCIAL POLICY 

The abandonment of tariff autonomy by the United States 
constitutes a step of great significance in the history of commercial 
relations between nations. Heretofore, American policy has been 
based upon a single column, autonomous tariff system. This was 
premised upon the assumption that customs duties were purely 
an internal matter rather than the subject of international nego¬ 
tiation. It is true that at times limited excursions were made con¬ 
tractually into the field of pure reciprocity, but these attempts 
to secure special preferences in selected markets were never an 
established policy.^ 

The rise in world trade barriers and the growth of trade dis¬ 
crimination have had severe repercussions upon international 
trade. Especially was this true of the foreign trade of the United 
States which declined both absolutely and relatively. The two 
purposes of the new American trade poky—the reduction of 
world trade barriers to aid in the revival of international trade and 
the promotion of the principle of equality of treatment in com¬ 
mercial relations—flow essentially from these conditions. 

It was to achieve these aims that a radical shift in American 
commercial policy occurred. The formerly “intangible” Ameri¬ 
can tariff now becomes the subject of international negotiation 
and contractual relations. In a word, the United States has com¬ 
pleted the resolution of the long-standing conflict in commercial 

‘Reciprocity treaties were negotiated with Canada, in 1854, Hawaii in 
1875, ^nd Cuba in 190J. In addition, executive reciprocity agreements were 
concluded under the authority of the McKinley Act of 1890 and the Dingley 
Act of 1897. For details concerning these substantively bilateral arrangements 
which are radically different from the present American trade policy, see 
U. S. Tariff Commission, Recifrocity and Commercial Treaties, Washington, 

1919; Effects of Cuban Recifrocity, Washington, 19295 Laughlin and Willis, 
Rectfroctty, Baker and Company, New York, 1902. 
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policies between the Anglo-Saxon countries and the nations of 

continental Europe.^* It has adopted the traditional European 
tariff-bargaining system. 

This revolution in commercial policy has meant similarly pro¬ 
found changes in the historic process of American tariff-making. 
The glaring inability of Congress to deal satisfactorily with the 
tariff question is implicitly recognized in the broad delegation 
of powers to the President. Through a surprisingly well in¬ 
tegrated interdepartmental structure, all the data and ability of 
the government can now be employed to bring about a more 
objective consideration of national foreign trade policy than has 
ever before been even approached. 

This mechanism to effectuate the purposes of the program has 
had to face real obstacles. If an emergency period be defined as 
covering several years, it could be even described as a failure 
from this short-rufi view. But the maladjustments which have 
plagued the world economy are so deep-seated and at the same 
time so intense that a longer view must be taken. 

From the latter view it can be fairly said that the American 
reciprocal trade policy is slowly but surely progressing towards 
the realization of its objectives. Under the influence of the first 
sixteen trade agreements, trade barriers both in the United States 
and in the agreement countries have been moderatly reduced. An 
important consideration here is, however, the reversal in the 
world trend towards higher trade barriers which this process of 
demobilization implies. Moreover, the mere conclusion of re¬ 
ciprocal agreements with France and Canada must be counted 
as real achievements. The history of American commercial rela¬ 
tions with these countries demonstrates how difficult it has been 
to attain any substantial degree of economic rapprochement.® 


’Great Britain officially began the process in 1932 when protectionism was 
formally adopted with provision made for tariff bargaining. League of Na¬ 
tions, Recommendations of Economic Committee Relating to Tariff Policy and 
the Most-Favored-Nation Clause, II. Economic and Financial 1933. II. B. i, p. 
4; J. H. Richardson, British Economic Foreign Policy, Macmillan Co., New 

York, 1936, p. 95. TT • j c t 

’ U. S. Department of State, Trade Agreement Signed by the United States 

and France, press release. May 16, 1936, pp. 1-25 U- S. Tariff Commission, 

Trade Agreement vsith Canada, Washington, 1936, pp. 38-42. 
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The vigorous application of the principle of equality of treat¬ 
ment by the United States marks another notable phase of the 
new commercial policy. In a world in which trade discrimination 
has been rampant, made possible to a large extent by the inten¬ 
sive application of non-tariff trade restrictions, the United States 
is boldly revitalizing the most-favored-nation principle. 

Finally, of the greatest importance is the philosophy which is 
motivating the operation of the program. Assistant Secretary of 
State F. B. Sayre has succinctly stated this in the following 
words: 

If the purpose for which the act was passed is to be attained, our ob¬ 
jective must be broader than mere “horse trading.” We must make 
the act an instrumentality for throwing the weight of American, 
power and influence against the current disastrous world movement 
towards economic nationalism. Our objective must be to encourage 
and make possible, so far as we can, the breaking away by other na¬ 
tions from the vicious circle in which they are caught, and their 
return to a more liberal and constructive commercial policy. For it 
is only as world trade recovers that the United States can hope to 
recover her foreign markets. American domestic recovery lies through 
world recovery.* 

THE IMPROVEMENT OF COMMERCIAL RELATIONS 

While considerable progress has been made, much remains 
to be done. Such countries as the United Kingdom, Germany, 
Italy, and Japan must be brought within the scope of the pro¬ 
gram.® The lag in the recovery of foreign trade behind world 
production is a striking and apparently an unprecedented phe¬ 
nomenon.® Partial explanation, at least, is to be found in the 

U. S. Department of State, American Commercial Policy, address by F. B. 
Sayre before the American Association for the Advancement of Science, Com¬ 
mercial policy series no. 6, Washington, 1936, p. 17. 

The authority to negotiate trade agreements has been extended to June 
12, 1940, by the passage of H. J. Res. 96. This bill was passed by the 
House on February 9 and by the Senate on February 25. The President signed 
it March i, 1937. Congressional Recordy Volume 81, 75th Congress, ist 
Session, Washington, 1937, February 9, pp. 1288-895 February 25, p. 19895 
Cafitol Daily ^ March 2, 1937. 

League of Nations, World Production and PriceSy 1935-36, II. Economic 
and Financial 1936. II, A. 16, pp, 7-85 World Economic Surveyy 1935-36, 
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continued decline of Europe’s international trade in 1935.’ It 
is in the countries of this continent that the new methods of 
trade control have been applied with the most severe trade 
deflating effects and which have resisted demobilization. 

This brings the United States face to face with the problem 
of resolving the differences between two commercial policy blocs. 
Germany and Italy represent that group of nations pursuing 
a policy of rigid, substantive bilateralism implemented by the 
destructive trade weapons provided by the new measures of 
trade control the very nature of which is inherently discrimina¬ 
tory. If agreements with these countries are to be negotiated in 
the near future some reconciliation with the American policy of 
formal bilateralism is necessary. At best, however, this can only 
be a compromise of a more or less unsatisfactory nature. This 
is indicated in the fact that these foreign countries would have 
to promise to refrain from discriminating against American ex¬ 
ports. An essential purpose and aim of the basic commercial policy 
of this bloc rests, however, upon the possibility of differential 
treatment of imports according to national origin. 

The problem here, accordingly, lies more in the improvement 
of basic economic conditions which will permit a liberalization 
of trade policy. This, in turn, implies that the liquidation of ex¬ 
cessive trade barriers depends entirely upon the restoration of 
equilibrium. However, it appears that like the tariff, but to a 
more intense degree, discriminatory practices have created vested 
interests that will vigorously oppose the elimination of their 
differential advantages.® The possibilities of effective action are 
somewhat limited therefore. The difficulties ^re enhanced when 
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15. p. 185; World Economic Su^eyy 


World Trade, 1935. H. Econornic and Finan¬ 
cial ,936. II. A. X 4 . P. 17. This was, in tern^s of old gold dollars, jn f 
of a rise for all other continents. In 1936 Europe’s trade 
first time since the beginning of the depression. League of Nations, 7 

Bulletin of Statistics, March i 937 > PP- ii 4-”S. _ , r 

• U. S. Hoas. of R.pr.s.n«.i«.s, r™* 

AC, Hearing, before the Con,»i..ee on Way. f 
cLgres., i.t Session, Washington, . 937 . P- ■ >4 (tesumony by F. B. Say«). 
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it is noted that the restoration of equilibrium depends in part 

upon the liberalization of commercial policies. 

There is, furthermore, an additional obstacle abroad to the 
progress of the American reciprocal trade program. In many 
cases, the new measures of trade control have become inextricably 
linked with national economic policies.® It is not encouraging to 
realize the difficulties presented in any frontal attack upon trade 
barriers which have been woven into the pattern of internal eco¬ 
nomic recovery policy. It must be also rememberd that most of 
these countries have been in a financially weak position and will 
be extremely hesitant before considering the modification of 
these policies and the reduction of import barriers.^® 

The Ottawa agreements may also develop into a retarding 
factor of considerable importance. In the various dominions con¬ 
flict is probable because of the wide preference accorded to British 
industrial products. In the United Kingdom, the preferential 
status of agricultural commodities from the Empire will similarly 
complicate the possibility of concluding a trade pact.^^ In the 
latter case, moreover, the program meets the crucial test of the 
extent to which the American officials are willing to lower tariflFs 
on competitive industrial imports. 

A most serious factor which will condition considerably the 
future course of American trade policy lies in the international 
political instability which is threatening the world today. Eco¬ 
nomic interdependence is in many ways antithetical to military 
policy. Autarchy, a policy which supposedly will reenforce a na- 

League of Nations, World Economic Survey^ 1935-36, pp. 187, 213. 

U. S. House of Representatives, of. cit.y loc. cit. 

” U. S. Senate, Extending Recifrocal Trade Agree^nent Acty Hearings before 
the Committee on Finance, 75th Congress, 1st Session, Washington, 1937, 
p. 107 (F. B. Sayre). 

It is reported that negotiations have been opened with the United Kingdom 
and the British Dominions. It has been found necessary to consider these 
together because of the Ottawa preferential agreements. League of Nations, 
World Economic Surveyy 1936-37, pp. 146-147. This report overstates the 
situation somewhat since official preliminary announcement that negotiations are 
contemplated has, as yet, been issued only with respect to the United Kingdom 
and Canada (renegotiation). U. S. Department of State, Press Releases, No¬ 
vember 17, November 18, 1937. 
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tion’s military strength, becomes the goal under these circum¬ 
stances.^^ Not only this, but it is probable that trade connections 
will be guided in such a manner as to ensure sources of certain 
war supplies which cannot be produced domestically. The Ameri¬ 
can neutrality policy may thus conflict with the attempts to 
negotiate trade agreements with nations preparing for the possi¬ 
bility of military conflict. In any case it must be emphasized 
that international political instability lessens the possible extent 
to which a concerted attack upon world trade barriers can be 
made through economic collaboration. 

Besides these conditions abroad, there are obstacles in the 
United States which the program must meet successfully. Un¬ 
questionably the United States, as a creditor nation and as a 
major and powerful segment of the world economy, must play 
a vital part in the process of international economic reconstruction 
and reintegration. 

While the reciprocal trade agreements are aimed at an in¬ 
crease in the volume and value of world trade rather than any 
differential movement in imports and exports, it appears neces¬ 
sary that an import or passive balance of trade be developed. 
How else can the loss of the American financial stake abroad be 
avoided and a recovery and expansion of American export mar¬ 
kets made possible? How else can an enduring equilibrium be 
achieved? Long-term capital exports cannot be expected to re¬ 
cover to any marked degree, for some time at least, to the extent 
of the first post-war decade.^® Aside from the unusual factors 
present during that period, investors will be wary of foreign 

“ “Germany and Italy likewise pursue the same policy in the economic 
sphere, a policy of economic autarchy, for the political freedom of a na¬ 
tion can only be guaranteed by its economic independence.” Statement by 
Premier Benito Mussolini at Berlin. New York Times, September 29, i 937 ‘ 

As professor Lionel Robbins points out, economic nationalism, since it lessens 
the real income of a nation, really weakens its military strength. For an elabora¬ 
tion, see L. Robbins, “The Reasons for Increased Protectionism,” The Improve¬ 
ment of Commercial Relations between Nations and the Problem of Mone¬ 
tary Stabilization, Report of Joint Committee, Carnegie Endowment, Interna¬ 
tional Chamber of Commerce, Paris, 1936, pp. 30-31- 

See Bank for International Settlements, Seventh Annual Refort, Basle, May 

1937, pp. 68, 88. 
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bonds for some time to come due to heavy losses which they 
have suffered/* Other debit items in the balance of international 
payments such as tourist expenditures may recover and even sur¬ 
pass previous figures, but these can hardly be enough to support 
an expanding export trade and a transference of payments to the 
United States upon American investments abroad. It is clear that 
a passive balance of trade must be generated.^ 

The failure of creditor nations, such as the United States, to 
grasp the importance of a negative balance of trade to the main¬ 
tenance of an international monetary system must be corrected.^® 
Any program involving definitive monetary stabilization will be 
seriously prejudiced unless it is accompanied by a substantial 
reduction of trade barriers on the part of creditors nations. Par¬ 
ticularly do these considerations apply to the United States.^’ 
This leads to the question of a substantial downward revision 
of the American tariff. Can the trade agreements be expected to 
accomplish much in this direction? Revision under formal bi¬ 
lateralism up to the present has been characterized by great 
caution. In a large measure this has been due to the fear of 
political repercussions. The administration must be careful not 
to injure any powerfully organized minority groups through 
substantial tariff cuts. Under a system of democracy, as it is 


For these unusual factors during the period mentioned, see R, A. Young, 
The International Financial Position of the United States, National Industrial 
Conference Board, New York, 1929. 

The export balance in 1936 was the lowest recorded since 1895. In recent 
years this has been the tendency. It seems, however, a little too premature to 
draw any conclusions in this direction since the unprecedented agricultural 
droughts in 1934 and 1936, the intense restrictionism prevalent in Europe, ris¬ 
ing commodity prices, and the rapid rate of internal recovery in the United 
States were all factors combining towards this end. It may be noted that the 
economic crisis of 1873 was the proximate cause of the development of an 
export balance, U, S. Department of Commerce, The Balance of International 
Payments of the United States in ipj 6 , Washington, 1937, p. ii. Downward 
tariff revision, it may be emphasized, is also very desirable in itself, even 

were no passive trade balance considered necessary, since it promotes inter¬ 
national division of labor. 

See League of Nations, Inquiry into Clearing Agreements, II. Economic and 
Financial 1935. II. B. 6., p. 19. 

The questions of the demobilization of trade barriers and the problem 
of monetary stabilization has already been discussed. Sufra, Chapter X. 
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known in the United States, this might, under the present circum¬ 
stances, endanger the permanence of the program. But if the 
national interest is to be the guide of tariff policy, it is entirely 
possible that such injuries will result. Thus arises the dilemma 
of democracy. The general interest demands a certain line of 
action which is seriously impeded or thwarted by the efforts of 
strong pressure groups. 

Democracy is, however, from a view, an aggregate of pressure 
groups. This suggests a way out of the impasse. If the general 
public which is vitally affected by the tariff can be educated to 
perceive that it is subsidizing certain minority groups, a long step 
will have been taken towards a more rational tariff policy.^® The 
organization of those groups whose livelihood depends directly 
upon foreign trade should be encouraged.^® Only by setting up 
opposing pressure groups can special interests be combatted and 
democracy be made to function effectively under existing circum¬ 
stances. The general interest must be galvanized into action. 

A great deal of material has been issued by the Department 
of State which can be classed as educational in nature. Political 
considerations have, of course, influenced the nature of this 
material. The tendency, however, to concentrate upon the harm¬ 
less effect of tariff concessions upon American industries and the 
benefits to export industries should be avoided as much as possi¬ 
ble. The true role of imports and other items in the balance of 
payments must be clearly pointed out. It is only in this way 
that the permanent support of the general public can be secured. 

“ “Xhere is only one way out. It is to take the bull by the horns, to fight 
the spirit of Protection, to spread far and wide correct ideas about interna¬ 
tional trade, and to confront the organized forces of sectional interests which 
support protection with a powerful organisation drawn from those who 
suffer from it, that is, from the vast majority of the world.” G. V. Haberler, 
The Theory of International Trade, W. Hodges and Sons, Ltd., London, 1936) 
p. 393. This procedure has been also recommended by Robbins and Ohlin. 
L. Robbins, of. cit., p. 43; Joint Committee, Carnegie Endowment Inter¬ 
national Chamber of Commerce. International Economic Reconstruction, Paris-, 
1936, p. 101; see also, Ne<(u York Times, December 16, 1936. Ed. 

“ Since the passage of the Reciprocal Trade Act this has been done to a 
considerable extent. The World Trade League mentioned in Chapter II is 
one example. Another is the Non-Partisan Foreign Trade Association organized 

in 1936. Journal of Commerce, October 5, 1936- 
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Certain other recommendations are pertinent at this point. Sec¬ 
tion 336, the equalization-of-costs provision of the Hawley-Smoot 
Act, should be completely repealed. It is an anomalous situation 
to find the government attempting to revive international trade 
through reciprocal agreements on one hand, while at the same 
time clinging to and utilizing a principle which would logically 
annihilate foreign trade.*® Political expediency, a symptom of 
unbalanced pressure groups, was undoubtedly the source of this 
paradox. The two statutory provisions are entirely inconsistent 

with one another. 

Other inconsistencies in American foreign trade policy also 
might well be eliminated. These have already been pointed out 
in preceding chapters. It is difficult to reconcile with the liberal 
Hull trade philosophy the use of export subsidies, import quotas, 
the discriminatory application of excise taxes upon coal and coke 
imports, contemplated use of section 22 of the AAA amendment 
and higher customs charges upon imports in the form of excise 
taxes.*^ 

Under the existing authority of the Reciprocal Trade Act, the 
President may modify the American tariff only contractually. 
That is to say, no duty may be touched except through inter¬ 
national negotiation and incorporation into a trade agreement. 
It appears feasible to broaden these powers to include unilateral 
tariff reductions.** The necessity of maintaining a bargaining 
position with non-agreement countries would probably make the 
exercise of this authority unlikely with respect to items of which 
non-agreement coxmtries are the main supplier or a leading 
source of supply. On the other hand, it might be used effectively 
upon imports chiefly supplied by agreement countries, including 

* U. S. Tariff Commission, T<wentieth Annual Refort of the United States 
Tariff Commission, 1936, Washington, 1937, pp. 34-43. 

It will be recalled that section 22 is very similar to section 3(e) of the 
defunct NIRA. The former, however, makes mandatory a prior investigation 

Commission before any action is taken. 

In some cases by including such items in subsequent agreements the 

requirement of generalization would bring about substantially the same result. 

It is not believed that such a delegation subject to the other limitations imposed 

in the act would be unconstitutional. See U. S. Senate, Extending Reciprocal 
Trade Agreement Act, pp. 71, 81-82. 
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both concession and non-concession items. Assuming the w illin g, 
ness of officials to act, this additional power might prove of 
considerable value in obtaining a substantial downward revision 
of the American tariff.*® 

An implication of the above suggestion is that the present 
method of tariff-making should be made permanent. If the 
history of the American tariff has demonstrated one thing, it is 
the utter inability of Congress to legislate satisfactorily in this 
field in the national interest. A permanent Executive control of 
the tariff under the present set-up appears preferable. If public 
opinion is adequately informed of the economic implications of 
a tariff and the efforts of pressure groups can be balanced, there 
is not a great deal to fear from changing political administra¬ 
tions.** 

The question of war debts should be definitely settled. It has 
been suggested that the trade agreements program concern it¬ 
self with this problem. However, there seems to be a real danger 
that such a solution might lead to American war debt concessions 
replacing tariff reductions to some extent. This would tend to 
lessen the possible scope of downward revision of the American 
tariff.*® A better plan perhaps might be to invest the Executive 
Commercial Policy Committee with such authority, since it is 
not an integral part of the trade agreements machinery. 

In the final analysis, it can be stated that the use of the Pres¬ 
ident’s existing broad powers will determine in a large measure 
the success or failure of the American program. The conditioning 

^ The unconditional most-favored-nation clause would mean, of course, 
the g'eneral application to all imports from countries enjoying the minimum 

schedule of duties. 

“ See League of Nations, Remarks on the Present Phase of International Eco¬ 
nomic RelationSy September i937> II. Economic and Financial 1937. IL 9 > 
pp. 26-27. 

Vesting these powers in an independent organization, such as the Tariff 
Commission, would not solve this problem since the President could always 
apply pressure through his influence over appropriations and his control over 
appointments. The history of the use of Section 336 shows to what extent the 

President can mold important decisions to suit his tariff philosophy. 

“The Act of 1934 as it now stands prohibits the consideration of war debts 

in any agreement. 
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factors in the international political and economic situation pre¬ 
sent real obstacles which the United States must face. But if the 
United States will exert the full weight of its political and 
economic position, much may be accomplished. If, however, the 
American public cannot be psychologically reconditioned to view 
international trade in its true perspective, then serious conse¬ 
quences may follow. In many ways this is the crux of the prob¬ 
lem. The Economic Committee of the League of Nations de¬ 
clared in 1935’ 

That is why the reestablishment of the essential flow of interna¬ 
tional trade which alone can arrest the world on the steep slope down 
which it is slipping to disaster presupposes nowadays in Governments, 
especially in creditor countries, a very lofty sense of their responsi¬ 
bility, much firmness and a determination not to allow private inter¬ 
ests, however reputable, to paralyze the great work which is indis¬ 
pensable in the interests of the nation.*® 

For the first time in the history of commercial relations between 
nations, the United States is leading the world towards a liberal¬ 
ization of national trade policies. The vital question is whether 
the American people are ready to assume the responsibility and 
implications of this leadership. 

“League of Nations, Remarks on the Present Phase of International Eco¬ 
nomic Relations^ II. Economic and Financial 1935. II. B. ii, p. 31, 
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Table I 

Abortive Attempts at Reciprocity 


Date 

1 

Country 

Result 

1844 

German Zollverein 

Rejected by Senate 

1855 

Hawaii 

Do 

1867 

Hawaii 

Do 

1875 

Canada 

Do 

1883 

Mexico 

Ratified by Senate but Con¬ 
gress failed to enact neces¬ 
sary legislation 

1884 

Spain for Cuba and Porto Rico 

Withdrawn by President 
Cleveland 

1884 

Dominican Republic 

Do 

1888 

Canada and New Foundland 

Rejected by the Senate 

1890 

New Foundland 

Not ratified by Great Britain 

1897 

Treaties with France, Argentina, Ecua¬ 
dor, Nicaragua, Dominican Republic, 
Denmark for St. Croix, Great Bri¬ 
tain for Bermuda, Jamaica, British 
Guiana, Trinidad and Barbados* 

Vote withheld by Senate Com¬ 
mittee 

1902 

New Foundland 

Amended by the Senate and 
made unacceptable to New 
Foundland 


* Negotiated under authority of Dingley Act of 1897. 

Source: U. S. Tariff Comnnission, Tariff Bargaining under Most-^Favored-Nation 
Treaties^ Report to U, S. Senate, Kept. No. 65, second series, 1933, pp. 11-12. 

Table II 

Reciprocal Executive Agreements under the 

McKinley Tariff Act of 1890 


Country 


Austria-Hungary 

Germany 

France 

Great Britain for Jamaica, British 
Guiana, Barbados, Trinidad, 
Leeward Islands, Windward Is¬ 
lands 

Spain.for Cuba and Porto Rico 

Dominican Republic 

Salvador 

Nicaragua 

Honduras 

Guatemala 

Brazil 


Date 

Concluded 


1892 

1892 

1893 

1892 


1891 

1891 

1891 

1892 
1892 
1891 
1891 



Summary of Concessions 


Most-Favored-Nation treatment 
Selected minimum tariff rates 

Do 

Numerous tariff reductions 


^Exclusive concessions on numer 
ous American products 


Commission, Tariff Bargaining under Most^Favored-Nation 

No. 65, second series, 1933, p. 13 and Reciprocity 
and Commercial Treaties, 1919, p. 153. 
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Table III 


Reciprocal Executive Agreements under the 

Tariff Act of 1897 


Country 

Earlier 

Later 

France 

1898 

1908 

Do 

1902 


Portugal 

1899 


Italy 

1900 

1909 

Germany 

1900 

1907 

Switzerland 


1906 


Country 

Earlier 

Later 

Spain 


1906 

Do 


1909 

Bulgaria 


1906 

Great Britain 


1907 

Netherlands 


1908 


Source: U. S. Tariff Commission, Tariff Bargaining under Most~Favored~Nation 
Treaties^ Kept, to U. S. Senate, No. 65, second series, 1933, p. 13. 





73d Congress 
2d Session 


HOUSE OF REPRESENTATIVES 


Document 
No. 273 


MESSAGE FROM THE PRESIDENT OF 

THE UNITED STATES 

Transmitting 

A REQUEST TO AUTHORIZE THE EXECUTIVE 
TO ENTER INTO EXECUTIVE COMMERCIAL 
AGREEMENTS WITH FOREIGN NATIONS 

To the Congress: 

I am requesting the Congress to authorize the Executive to enter 
into executive commercial freements with foreign nations; and in 
pursuance thereof within carefully guarded limits to modify existing 
duties and import restrictions in such a way as will benefit American 
agriculture and industry. 

This action seems opportune and necessary at this time for several 
reasons. 

First, world trade has declined with startling rapidity. Measured 
in terms of the volume of goods in 1933, it has been reduced to ap¬ 
proximately 70 per cent of its 1929 volume; measured in terms of 
dollars, it has fallen to 35 per cent. The drop in the foreign trade 
of the United States has been even sharper. Our exports in 1933 
were but 52 percent of the 1929 volume, and 32 percent of the 
1929 value. 

This has meant idle hands, still machines, ships tied to their docks, 
despairing farm households, and hungry industrial families. It has 
made infinitely more difficult the planning for economic readjustment 
in which the Government is now engaged. 

You and I know that the world does not stand still; that trade 
movements and relations once interrupted can with the utmost dif¬ 
ficulty be restored; that even in tranquil and prosperous times there 
is a constant shifting of trade channels. 

How much greater, how much more violent is the shifting in these 
times of change and of stress is clear from the record of current 

299 


300 


RECIPROCAL TRADE POLICY 


history. Every nation must at all times be in a position quickly to ad¬ 
just its taxes and tariffs to meet sudden changes and avoid severe 
fluctuations in both its exports and its imports^^ 

You and I knotv, too, that it is important that the country possess 
within its borders a necessary diversity and balance to maintain a 
rounded national life, that it must sustain activities vital to national 
defense and that such interests cannot be sacrificed for passing ad¬ 
vantage. Equally clear is the fact that a full and permanent domestic 
recovery depends in part upon a revived and strengthened interna¬ 
tional trade and that American exports cannot be permanently in¬ 
creased without a corresponding increase in imports. 

Second, other governments are to an ever-increasing extent win¬ 
ning their share of international trade by negotiated reciprocal trade 
agreements. If American agricultural and industrial interests are to 
retain their deserved place in this trade, the American Government 
must be in a position to bargain for that place with other govern¬ 
ments by rapid and decisive negotiation based upon a carefully con¬ 
sidered program, and to grant with discernment corresponding oppor¬ 
tunities in the American market for foreign products supplementary to 

our own. 

If the American Government is not in a position to make fair 
offers for fair opportunities, its trade will be superseded. If it is not 
in a position at a given moment rapidly to alter the terms on which it 
is willing to deal with other countries, it cannot adequately protect its 
trade against discriminations and against bargains injurious to its 
interests. Furthermore, a promise to which prompt effect cannot be 
given is not an inducement which can pass current at par in com¬ 
mercial negotiations. 

For this reason any smaller degree of authority in the hands of 
the Executive would be ineffective. The executive branches of vir¬ 
tually all other important trading countries already possess some such 

power. 

I would emphasize that quick results are not to be expected. The 
successful building up of trade without injury to American pro¬ 
ducers depends upon a cautious and gradual evolution of plans. 

The disposition of other countries to grant an improved place to 
American products should be carefully sounded and considered; upon 
the attitude of each must somewhat depend our future course of 
action. With countries which are unwilling to abandon purely restric- 
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tive national programs, or to make concessions toward the reestab¬ 
lishment of international trade, no headway will be possible. 

The exercise of the authority which I propose must be carefully 
weighed in the light of the latest information so as to give assurance 
that no sound and important American interest will be injuriously 
disturbed. The adjustment of our foreign-trade relations must rest 
on the premise of undertaking to benefit and not to injure such inter¬ 
ests. In a time of difficulty and unemployment such as this, the high¬ 
est consideration of the position of the different branches of American 

production is required. 

From the policy of reciprocal negotiation which is in prospect, I 
hope in time that definite gains will result to American agriculture 

and industry. 

Important branches of our agriculture, such as cotton, tobacco, 
hog products, rice, cereal, and fruit raising, and those branches of 
American industry whose mass production methods have led the 
world, will find expanded opportunities and productive capacity in 
foreign markets, and will thereby be spared in part, at least, the heart¬ 
breaking readjustments that must be necessary if the shrinkage of 
American foreign commerce remains permanent. 

A resumption of international trade cannot but improve the gen¬ 
eral situation of other countries, and thus increase their purchasing 
power. Let us well remember that this in turn spells increased oppor¬ 
tunity for American sales. 

Legislation such as this is an essential step in the program of na¬ 
tional economic recovery which the Congress has elaborated during 
the past year. It is part of an emergency program necessitated by the 
economic crisis through which we are passing. It should provide that 
the trade agreements shall be terminable within a period not to ex¬ 
ceed 3 years; a shorter period probably would not suffice for putting 
the program into effect. In its execution, the Executive must, of 
course, pay due heed to the requirements of other branches of our 
recovery program, such as the National Industrial Recovery Act. 

I hope for early action. The many immediate situations in the 
field of international trade that today await our attention can thus 
be met effectively and with the least possible delay. 

Franklin D. Roosevelt 

The White Houscy 

March 2y ig34 


A BILL TO AMEND THE TARIFF ACT OF 1930 

H.R. 8430 

part III-PROMOTION OF FOREIGN TRADE 

Sec. 350* (^) For the purpose of expanding foreign markets for 
the products of the United States (as a means of assisting in over¬ 
coming domestic unemployment and the present economic depression, 
in increasing the purchasing power of the American public in the 
present emergency, and in establishing and maintaining a better rela¬ 
tionship among various branches of American agriculture, indus¬ 
try, mining, and commerce) by regulating the admission of foreign 
goods into the United States in accordance with the characteristics 
and needs of various branches of American production so that foreign 
markets will be made available to those branches of American produc¬ 
tion which require and are capable of developing such outlets by 
affording corresponding market opportunities for foreign products in 
the United States, the President, whenever he finds that any existing 
duties or other import restrictions are unduly burdening and restrict¬ 
ing the foreign trade of the United States or that the purpose above 
declared will be promoted by the use of the powers herein conferred, 

is authorized from time to time— 

(1) To enter into foreign trade agreements with foreign gov¬ 
ernments or instrumetalities thereof; and 

(2) To proclaim such modifications of existing duties and other 
import restrictions, or such additional import restrictions, as are re¬ 
quired or appropriate to carry out any foreign trade agreement that 
the President has entered into hereunder. No proclamation shall be 
made increasing or decreasing by more than 5® centum, any 
existing rate of duty or transferring any article between the dutiable 
and free lists. The proclaimed duties and other import restrictions 
shall apply to articles the growth, produce, or manufacture of all 
foreign countries, whether imported directly or indirectly: Providedy 
That the President may suspend the application to articles the growth, 
produce, or manufacture of any country because of its discriminatory 
treatment of American commerce or for other reasons; and the 
proclaimed duties and other import restrictions shall be in effect from 
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and after such time as is specified in the proclamation. The President 
may at any time terminate any such proclamation in whole or in 

part. 

(b) As used in this section, the term “duties and other import re¬ 
strictions” includes (l) rate, form and classification of import duties, 
and (2) import limitations, prohibitions, charges, and exactions other 

than duties. 

Sec. 2 (a) Subparagraph (d) of paragraph 369, the last sentence 
of paragraph 1402, the provisos to paragraphs 371, 401, 1650, 
1687, and 1803 (l), and section 336 of the Tariff Act of 1930 are 
repealed. The third paragraph of section 311 of the Tariff Act of 
1930 shall not apply to any agreement concluded pursuant to this 

act. 

(b) Every foreign trade agreement concluded pursuant to this act 
shall be subject to termination, upon due notice to the foreign govern¬ 
ment concerned, at the end of not more than three years from the date 
on which the agreement comes into force, and, if not then terminated, 
shall be subject to termination thereafter upon not more than six 
months’ notice. 


AN ACT TO AMEND THE TARIFF ACT OF 1930 

H.R. 8687 

PART III-PROMOTION OF FOREIGN TRADE 

Sec. 350. (a) For the purpose of expanding foreign markets for 
the products of the United States (as a means of assisting in restoring 
the American standard of living, in overcoming domestic unemploy¬ 
ment and the present economic depression, in increasing the purchas¬ 
ing power of the American public in the present emergency, and in 
establishing and maintaining a better relationship among various 
branches of American agriculture, industry, mining, and commerce) 
by regulating the admission of foreign goods into the United States 
in accordance with the characteristics and needs of various branches 
of American production, so that foreign markets wiU be made avail¬ 
able to those branches of American production which require and are 
capable of developing such outlets by affording corresponding market 
opportunities for foreign products in the United States, the Presi¬ 
dent, whenever he finds that any existing duties or other import 
restrictions are unduly burdening and restricting the foreign trade 
of the United States or that the purpose above declared will be pro¬ 
moted by the use of the powers herein conferred, is authorized from 

time to time— 

(1) To enter into foreign trade agreements with foreign govern¬ 
ments or instrumentalities thereof; and 

(2) To proclaim such modifications of existing duties and other 

import restrictions, or such additional import restrictions, or such con¬ 
tinuance, and for such minimum periods, of existing customs or ex¬ 
cise treatment of any article covered by foreign trade agreements 
as are required or appropriate to carry out any foreign trade agree 
ment that the President has entered into hereunder. No procla¬ 
mation shall be made increasing or decreasing by more than 50 
per centum any existing rate of duty or transferring any ® 
between the dutiable and free lists. The proclaimed duties and other 
import restrictions shall apply to articles the growth, produce, or 
manufacture of all foreign countries, whether imported directly or 
indirectly, except that nothing in this section shall be construe to 
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prevent the granting of exclusive preferential treatment to articles 
the growth, produce, or manufacture of the Republic of Cuba: Pro¬ 
vided, That the President may suspend the application to articles 
the growth, produce, or manufacture of any country because of its 
discriminatory treatment of American commerce or because of other 
acts or policies which in his opinion tend to defeat the purposes set 
forth in this section; and the proclaimed duties and other import 
restrictions shall be in effect from and after such time as is specified 
in the proclamation. The President may at any time terminate any 

such proclamation in whole or in part. 

(b) As used in this section, the term “duties and other import 

restrictions,” includes (l) rate and form of import duties and classi¬ 
fication of articles, and (2) limitations, prohibitions, charges, and ex¬ 
actions other than duties, imposed on importation or imposed for 
the regulation of imports. 

Sec. 2. (a) Subparagraph (d) of paragraph 369, the last sentence 
of paragraph 1402, and the provisos to paragraphs 371, 401, 1650, 
1687, and 1803 (l) of the Tariff Act of 1930 are repoaled. The 
provisions of section 336 of the Tariff Act of 193 ® shall not apply 
to any article with respect to the importation of which into the 
United States a foreign trade agreement has been concluded pursuant 
to this Act. The third paragraph of section 311 of the Tariff Act 
of 1930 shall not apply to any agreement concluded pursuant to this 
Act vvith any country which does not grant exclusive preferential 
duties to the United States with respect to flour. 

(b) Every foreign trade agreement concluded pursuant to this 
Act shall be subject to termination, upon due notice to the foreign 
government concerned, at the end of not more than three years 
from the date on which the agreement comes into force, and, if not 
then terminated, shall be subject to termination thereafter upx)n not 
more than six months’ notice. 

(c) The provisions of this Act shall terminate three years from 
the date of its enactment. 

Sec. 3. Nothing in this Act shall be construed to give any authority 
to cancel or reduce, in any manner, any of the indebtedness of any 
foreign country to the United States. 

Passed the House of Representatives March 29, I 934 - 


Public No. 316—73d Congress 

H.R. 8687 

AN ACT TO AMEND THE TARIFF ACT OF 1930 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled^ That the Tariff 
Act of 1930 is amended by adding at the end of title III the following: 

“part III-PROMOTION OF FOREIGN TRADE 

“Sec. 350. (a) For the purpose of expanding foreign markets for 
the products of the United States (as a means of assisting in the pres¬ 
ent emergency in restoring the American standard of living, in over¬ 
coming domestic unemployment and the present economic depression, 
in increasing the purchasing power of the American public, and in 
establishing and maintaining a better relationship among various 
branches of American agriculture, industry, mining, and commerce) 
by regulating the admission of foreign goods into the United States m 
accordance with the characteristics and needs of various branches of 
American production so that foreign markets will be made available to 
those branches of American production which require and are capable 
of developing such outlets by affording corresponding market oppor¬ 
tunities for foreign products in the United States, the President, when¬ 
ever he finds as a fact that any existing duties or other import re¬ 
strictions of the United States or any foreign country are unduly 
burdening and restricting the foreign trade of the United States and 
that the purpose above declared will be promoted by the means herein¬ 
after specified, is authorized from time to time 

“(I) To enter into foreign trade agreements with foreign govern¬ 
ments or instrumentalities thereof; and 

“(2) To proclaim such modifications of existing duties and other 

import restrictions, or such additional import restrictions, or such con¬ 
tinuance, and for such minimum periods, of existing customs or ex 
cise treatment of any article covered by foreign trade agreements^ 
as are required or appropriate to carry out any foreign tra e agree 
ment that the President has entered into hereunder. No proclama¬ 
tion shall be made increasing or decreasing by more than 50 per- 
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centum any existing rate of duty or transferring any artick between 
the dutiable and free lists. The proclaimed duties and other import 
restrictions shall apply to articles the growth, produce, or manufacture 
of all foreign countries, whether imported directly, or indirectly. 
Provided, That the President may suspend the application to articles 
the growth, produce, or manufacture of any country because of its 
discriminatory treatment of American commerce or because of other 
acts or policies which in his opinion tend to defeat the purposes set 
forth in this section; and the proclaimed duties and other >mport 
restrictions shall be in effect from and after such time as is specified 
in the proclamation. The President may at any time terminate any 

such proclamation in whole or in part. 

“(b) Nothing in this section shall be construed to prevent the 

application, with respect to rates of duty established under this section 
pursuant to agreements with countries other than Cuba, of the pro¬ 
visions of the treaty of commercial reciprocity concluded between the 
United States and the Republic of Cuba on December li, 1902, or 
to preclude giving effect to an exclusive agreement with Cuba con¬ 
cluded under this section, modifying the existing preferential cus¬ 
toms treatment of any article the growth, produce, or manufacture of 
Cuba: Provided, That the duties payable on such an article shall in no 
case be increased or decreased by more than 50 centum of the 
duties now payable thereon. 

“(c) As used in this section, the term ‘duties and other import 
restrictions’ includes (i) rate and form of import duties and classifi¬ 
cation of articles, and (2) limitations, prohibitions, charges, and ex¬ 
actions other than duties, imposed on importation or imposed for the 
regulation of imports.” 

Sec. 2. (a) Subparagraph (d) of paragraph 369, the last sentence 
of paragraph 1402, and the provisos to paragraphs 371, 401, 1650, 
1687, and 1803 (i) of the Tariff Act of 1930 are repealed. The 
provisions of sections 336 and 516(b) of the Tariff Act of 193 ® 
shall not apply to any article with respect to the importation of which 
into the United States a foreign trade agreement has been concluded 
pursuant to this Act, or to any provision of any such agreement. The 
third paragraph of section 311 of the Tariff Act of 193 ° shall apply 
to any agreement concluded pursuant to this Act to the extent only 
that such agreement assures to the United States a rate of duty on 
wheat flour produced in the United States which is preferential in 
respect to the lowest rate of duty imposed by the country with which 



RECIPROCAL TRADE POLICY 


308 

such agreement has been concluded on like flour produced in any 
other country; and upon the withdrawal of wheat flour from bonded 
manufacturing warehouses for exportation to the country with which 
such agreement has been concluded, there shall be levied, collected, 
and paid on the imported wheat used, a duty equal to the amount of 
such assured preference. 

(b) Every foreign trade agreement concluded pursuant to this Act 
shall be subject to termination, upon due notice to the foreign govern¬ 
ment concerned, at the end of not more than three years from the 
date on which the agreement comes into force, and, if not then ter¬ 
minated, shall be subject to termination thereafter upon not more than 
six months’ notice. 

(c) The authority of the President to enter into foreign trade 
agreements under section l of this Act shall terminate on the ex¬ 
piration of three years from the date of the enactment of this Act. 

Sec. 3. Nothing in this Act shall be construed to give any authority 
to cancel or reduce, in any manner, any of the indebtedness of any 

foreign country to the United States. 

Sec. 4. Before any foreign trade agreement is concluded with any 
foreign government or instrumentality thereof under the provisions 
of this Act, reasonable public notice of the intention to negotiate 
an agreement with such government or instrumentality shall be given 
in order that any interested person may have an opportunity to pre¬ 
sent his views to the President, or to such agency as the President 
may designate, under such rules and regulations as the President 
may prescribe; and before concluding such agreement the President 
shall seek information and advice with respect thereto from the 
United States Tariff Commission, the Departments of State, Agri¬ 
culture, and Commerce and from such other sources as he may deem 

appropriate. 

Affrovedy June 12y i 934 y 9*^5 



Table IV 

Countries Concerned, as of Jan. 27, 1937 


Country 


Agreements put into effect without 
subsequent legislative ratification: 
Belgium 
Cuba 

Agreements put into effect provi¬ 
sionally subject to eventual legis¬ 
lative ratification: 

Canada* 

France* 

Netherlands^ 

Switzerland* 

Agreements which had to await 
legislative ratification before be¬ 
ing put into effect: 

Brazil 
Colombia 
Costa Rica 
Finland 
Guatemala 

Haiti 

Honduras 

Nicaragua 

Sweden 


Date signed 


In effect 


Interval be¬ 
tween date 
of signature 
and effective 
date^ 


Feb. 27 i 1935 May i, 1935 
Aug. Z4, 1934 Sept. 3, 1934 


a months 
9 days 


Nov. 15, 1935 
May 6, 1936 

Dec. 20, 1935 

Jan. 9, 1936 


Jan. I, 1936 
June 15, 1936 
Feb. I, 1936 
Feb. 15, 1936 


1J months 

39 days 
42 days 
36 days 


Feb. 

Sept. 

Nov. 

May 

Apr. 

Mar. 

Dec. 

Mar. 

May 


2 , 1935 

I 3 > 1935 

28, 1936 

18.1936 

24.1936 
28, 193s 

18, 1935 
II, 1936 

25, 1935 


Jan. I, 1936 

May 20, 1936 

6 

Nov. 2, 1936 
June 15, 1936 
June 3, 193s 
Mar. 2, 1936 
Oct. I, 1936 
Aug. 5 > 1935 


II months 
8 months 

5J months 
51 days 
66 days 
months 
6i months 
aj months 


‘ It should be borne in mind that except in the case of the agreement with Cuba 
a period of approximately 30 days has been allowed between the date of the rresi- 
dent's proclamation and the effective date, as a convenience to importers an 

exporters. 

* Ratification completed. 

* Bill to ratify has not yet been introduced In the French Parliament. 

* Ratification complete except for formal approval of the sovereign. 

* Not yet in force. 

Source: U. S. House of Representatives, Extending Reciprocal Foreign Trade Agree¬ 
ment Act, Hearings before the Committee on Ways and Means, 75 ^ 1 ^ Cong., 
1st session. Wash., 1937, p. 209. 


309 




TREATIES AND EXECUTIVE AGREEMENTS OF 
THE UNITED STATES CONTAINING THE 
MOST-FAVORED-NATION CLAUSE 


TREATIES 


Country 


Great Britain^ (in force also with Irish Free State) ®July 
Irish Free State (See Great Britain) 


Italy 


* Date of exchange of ratifications, 

* Abrogated by notice, 1856; renewed by convention ( 

were exchanged Jan, 12, 1858. 

* The date given is that of signature. Though subjec 
treaty provides that it shall be in force from its date, 

‘Extended by conventions of Oct. 20, i8i8, and Aug. 6, 1827. 

" Date of ratification by the President of the United States; no date is speci¬ 
fied in treaty for its entry into force and no ratification by orocco w 

necessary. 


T^ate in 

]orce 

^Dec. 

20, 

1854 

.May 

27. 

1931 

■ June 

II, 

1875 

■ Nov. 

9, 

1862 

Tuly 

II, 

1853 

•June 

20, 

1929 

^June 

10, 

1848 

^May 

26, 

1852 

. Mar. 

24, 

1934 

‘’Apr. 

26, 

1826 

. May 

22, 

1926 

. Sept. 

19, 

1914 

• Aug. 

10, 

1934 

“July 

3, 

1815 

•July 

19, 

1928 

. Oct. 

4, 

1926 

.Nov. 

18, 

1871 

•July 

17, 

1911 

•July 

25, 

1928 

. Teb. 

17, 

1863 

. “Jan. 

28, 

1837 

■ which 

ratifications 

to ratification, the 
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Country 

Muscat (in force also with Zanzibar)® 

Norway . 

Paraguay . 

Poland. 

El Salvador. 

Siam . 

Turkey . 

Yugoslavia . 

Zanzibar (See Muscat) 


Date in jorce 

^Sept. 30, 1835 
Sept. 13, 1932 
Mar. 7, i860 
July 9> i93j 

• Sept. 5, 1930 

• Sept. I, 1921 
Apr. 22, 1930 
Nov. 15, 1882 


‘Accepted by Zanzibar after separation from Muscat, Oct. 20, 1879. 

’ Date of exchange of ratifications; the treaty does not specify the date of its 

entry into force. 











EXECUTIVE AGREEMENTS 


Executive agreements other than trade agreements under Act of June 
12, 1934: 


Albania . 

• • ^ July 

28, 

1922 

Bulgaria. 

, . .Aug. 

18, 

1932 

Chile . 

. .^Sept. 

28. 

1931 

Czechoslovakia . 

. . . May 

I, 

1935 

Dominican Republic. 

. . .Sept. 

25. 

1924 

Ecuador . 

. . .June 

12, 

1936 

Egypt . 

. . . May 

24, 

1930 

Greece . 

. . . Dec. 

9 . 

1924 

Iran (Persia). 

. . "May 

10, 

1928 

Lithuania . 

• • • July 

10, 

1926 

Portugal . 

. . .June 

28, 

1910 

Rumania. 

. . .Sept. 

I, 

1930 

Saudi Arabia. 

. . Nov. 

7 . 

1933 

Spain^.. • • 

. .Nov. 

27 > 

1927 

Trade agreements under Act of June 12, 1934 * 




Belgium . 

. . .May 

h 

1935 

Brazil . 

. ..Jan. 

I, 

1936 

Canada . 

. .Jan. 

I, 

1936 

Colombia. 

. . . May 

20, 

1936 

Finland. 

. .Nov. 

2, 

1936 

France . 

..June 


1936 

Guatemala . 

■ June 


1936 

Haiti. 

..June 

3 . 

1935 


. .Mar. 

2, 

1936 


. . Feb. 

I, 

1936 


, . . Oct. 

I, 

1936 


’ Date of official recognition of Albania by the United States. 

*Also retroactively, from May 22, 1931, in respect of certain tariff reduc- 

tions extended to France. 

* Retroactively, 

* Extending previous regime. 
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. . Feb. 15,1936 

.. 


SUMMARY 

rr^ . 


Executive agreements: 

O* _ 1.. . 


1 _. 13 27 

1 raoc agicciiiciitD. 

— 

Total treaties and Executive agreements contain- ^ 

ing the most-favored-nation clause . 

•These 56 treaties and agreements are with 
Department of State, 

53 countries. Source: U. S. 









Table V 

Dutiable Imports into the United States from Specified 
Countries of Articles for which Each Country 

Respectively, Is the Leading Source ’ 

OF Supply, 1931 

(Dollars—000 omitted') 



Country 


Number of 
articles or 
classes^ of 
articles for 
which the 
specified coun¬ 
try is the lead¬ 
ing source of 
of supply 


1. Argentine 

2. Australia 

3. Belgium 

4. Brazil 

5. Canada 

6. China 

7. Cuba 

8. Czechoslovakia 

9. Egypt 

TO. France 

11. Germany 

12. Greece 

13. India (British) 

14. Iraq 

15. Italy 

16. Japan 

17. Mexico 

18. Morocco 

19. Netherlands 

20. New Zealand 

21. Norway 

22. Persia 

23. Russia 

24. Salvador 

25. Spain 

26. Sweden 

27. Switzerland 

28. United Kingdom 

29. Uruguay 


10 

5 

18 
3 

69 

26 

12 

15 

3 

84 

15s 

3 

10 

I 

37 

48 

13 

I 

26 

4 

5 

I 

5 

I 

19 

11 

19 

97 

4 


Imports from 
specified 
country of 
articles for 
which that 
country is 
the leading 
source of 
supply 


21,536 

5,169 

12,074 

2,056 

36,703 

15,441 

83,102 

”,744 

2,333 

31,998 

62,693 

8,922 

33,171 

1,307 

27,391 

20,150 

7,514 

267 

13,641 

610 

11,335 

4,010 

3,132 

47 

8,068 

3,440 

12,066 

37,872 

1,435 


Total duti¬ 
able imports 
(all articles) 
from speci¬ 
fied country 


26,869 

5,640 

23,504 

4,230 

48,385 

23,366 

84,382 

22,377 

2,828 

55,907 

84,093 

9,750 

35,688 

2,303 

46.934 
31,909 

11.138 
521 

22,016 

1,266 

12,679 

4,066 

6,354 

52 

10.139 

5.934 
20,487 

66,113 

2,305 


Ratio of im¬ 
ports for 
which specified 
country is lead¬ 
ing source of 
supply to total 
dutiable imports 

from that 
country 

Percent 

80 

91 

51 

48 

76 

66 

98 

52 

82 

57 

74 

91 

93 

57 

58 

63 

67 

51 

62 

48 

89 

98 

49 

90 
79 

58 

59 

57 

62 


^ Statistics of United States imports by countries as now published frequently 
give importation by countries of origin only for a general class of articles, e.g., 
“other leather manufactures.” 

Source: U. S. House of Representatives, Reciprocal Trade Agreements^ Hearings 
before the Committee on Ways and Means, 73rd Congress, 2nd Session, Wash., 
1934, P* 366; U. S. Senate, Extending Reciprocal Trade Agreement Act^ Hearings 
before the Senate Committee on Finance, 75th Congress, ist Session, Wash., 

1937, P- 385 - 
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Quota Provisions in the Belgian Agreement 
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Binding of present duty and 
quota 

Patent leather 

Binding of present quota 
Hides and skins, painted or 
moroccoed, except goat, 
kid, sheep and other 
small skins 

Suppression of import quota 
restriction and reduction 
of license tax 
Linseed oil cake 
(10.00 to 7.50 fcs.) 

Liberalization of quota 
Lard, natural 
Corn starch 

Pork other than simply 
salted 

Hosiery of pure silk and 
mixed with silk 
Clothing for women other 
than with ornaments or 
containing silk 
Collars, cuffs, etc. 

Quota concessions 


Amount of Percentage 
trade affected of total 
U933 ^asis) concessions 


^uota Stipulated 


^135,503 


.83 


81,982 


.50 


1 , 497,335 


9.18 


923,962 5.65 


2,638,782 16.16 


Old 

New 

Kilos 

Kilos 

38,000 

38,000 

10,300 

10,300 

none 

606,400 

3,207,000^ 

678,528 

1,019,000 

I,044,000' 

1,400 

6,000 

3,500 

350 

6,000 

1,000 


Total trade affected by all 

concessions 16,335.000 37.9* 

Total Belgian Imports (1933) 43 . ^68,coo 

1 Allocations on the basis of average Belgian imports from the United States, 

'^»%~erSntagl“ortotal Belgian imports from the United States upon which con- 

cessions were granted. , j l 

Source: Compiled from statistics and schedules in ^^ade Agreement 

United States and Belgium, Press release, Feb. ay, 1935 , U. J 

Commerce; An Analysis of the Trade Agreenunt between United 

Belgium, Press release, March i, 1935 . U. S. Department of State. 
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Table VIII 

Quota Concessions Granted by Netherlands ^nd the 

Netherland Indies to the United States 
(Schedule IV of the Agreement signed December 20, 1935 ) 


Commodity 


Unit 0/ 
quantity 

Minimum 
quantity to 
be admitted 
annually 
from the 
United 

1929 

1934 


States under 
new quota 

Siuantity 

Value 

Quantity 

Value 




1000 

florins 

1 

j 

1000 

florins 


Horse meat, salted 
Soybean cake 
Portland cement 
Nitrate, Chilean, includ¬ 
ing synthetic 
Wire nails and tacks 
Drawn wire, iron and 
steel 

Lx)cks and parts 
Sheet zinc 

“Peeled” and cleaned or 
polished rice 
Matches 

Upper leather, lining 
leather, and chamois 
leather 

Footwear, chiefly of 
leather 

Footwear, other 

Fabrics, manufactured of: 
Artiflcial silk 
Artiflcial silk mixed 
with other material 
Cotton, bleached 
Cotton, printed, dyed 
woven flgured 
Wool and mixtures 
Ribbons, tape, elastic 
bands, etc. 


Schedule IV Section A—Netherlands {in Europe) 

1,087 
None 


Toni 

Ton 

Ton 


Ton 

Ton 

Ton 

Kilo 

Ton 

Ton 

Kilo 


1,000 
2,500 
80 
4,508 
syn.) 

738 

2,762 
1,000 
69 


4,591 

None 

59 


None 

115 


1,875 

None 

7 


None 

63 


3,910 

738 

2,774 


409 

None 


188 

71 

214 


Not available Not available 


32 


3,500 6,102 

11,149* 10,000 


Ton 

Pair 

Pair 


148* 


40 


10,000 1,500 

7,700 24,000 

(rubbers) 


I 

17 


69 


1,441 2,005 

9 19,107 


674 

II 

69 


128 

1,266 

5,498 


18 

259 

5 


714 

3 

13 


Kilo 

Kilo 

Kilo 

Kilo 

Kilo 

Kilo 


I 

1,410 Not available Not available 


170 

2,114 

20,164 

25,000 

7,500 


I • 

Not available Not available 


1, \cxf 

4 ® 

2,481“ 

2* 

16,329“ 

86* 

34,551' 

26* 

593 ‘ 

8* 

2,417“ 

I* 

18,617 

45 

5,662 

II 


1 Tons are metric tons of 2204.6 pounds. 

* Includes wire. 

* Conditional on use for making paper advertising matches. 

* For statistical number 667-672 and 674. To be used chiefly for chrome tanned 
goat and kid upper leather (See Agreement). 
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Table VIII {Continued) 



Commodity 


Unit of 
quantity 


1929 


Minimum 
quantity to 
be admitted 
annually 
Jrom the 
United 

States under\ . 

new quota ^uantity\ Value 


m 4 


^uantity\ Value 


Men's outerclothing, 
without rubber 
Ladies’ outerclothing in¬ 
cluding infant’s wear 
without rubber 
Stockings and socks 
Knitted wear 
Underclothing 
Shirts® 

Printing and writing pa¬ 
per and cardboard 
paper 

“Other paper’’ 

Paper products 

Total section A 


Fertilizers, unspecified 


Schedule IV Section A—Netherlands (in Europe) 


Kilo 


Kilo 

Doz. prs. 
Kilo 
Kilo 


4,500 


5,500 

30,000 


197,300 


605 


3 

99,000 


21,000 
1,000 


149,490 


458 


793 


None 

26,740 

27,152 

2,955 

6,831 


None 

134 

41 

12 

22 


5,992’ 

B—Netherh 

30 I 1.495 


213,168 72 
124,576' 79' 
244,687 134 


2,431 


36 


® Incomplete due to changes in classification. 

® Import statistics include collars and cuffs. ^ ^ 

^ Approximations only, due to changes in classification and unavailable statistics. 

® This would amount to 3,063 tons. 


® 1933 - 

Source: U. S. Tariff Commission, Concessions Granted by the United 

Trade Agreement with the Kingdom of the Netherlands^ Wash., 1936, PP* XXXIX 
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Table IX 


Quota Concessions Granted to the United States 

BY Switzerland 



Commodity 


Wheat 
Rice, milled 

Apples, pears and apricots, fresh 
Prunes and plums, dried 
Other dried fruits, pitted 
Canned vegetables 
Lard^ 


Softwood 

Wallboard of vegetable fibre 
Pneumatic tubes and tires 
Socks and stockings 
Petroleum residues, for fuel 
Refrigerating apparatus 
Oil-burners and parts 
Automobiles and parts 
Radio apparatus and parts* 
Benzine and benzol, for motors 
Kerosene 

Lubricating oils, mineral 


Old 

^uintals^ 
220 lbs. 

Zero 

ao,ooo 

24,146 

15,000 

10,600 

6,500 

embargo 


62,765 

800 

6,048 

15 

127,819* 
2,015 
200 
2 ,406® 
500 
195,167* 
51,168* 
144,800* 


New 

Quintals “ 
220 lbs. 


1,180,000 

20,000 

24,146 

24,709 

II ,000 
10,000 
90% of total 
Swiss imports 
when resumed 
75,000 
3,000 
6,912 

30 

300,000 
2,821 
280 
4,812* 
800 
650,000 
117,000 
145,000 


£ 7 . S. Exports 
in ig2Q {lyooo's 
of do llars 

4,162 
164 

127 
220 
261 

243 


262 

not available 

1,218 

58 

546 
169 

8,273 

not available 

4,834 

671 

1,233 


1 Lard imports to be resumed within three months following the effective date 

of the agreement. 

* Imports for 1934. 

■ Units. 

* 800 quintals corresponds to 5,600. Separately imported parts and accessories 
to be charged against the quota in the proportion of 100 kilos is equivalent to 7 sets. 

Source: U. S. Department of State. Reciprocal Trade Agreement between the United 
States of America and Switzerland^ Executive Agreement Series, No. 90, pp. 18-20; 
Trade Agreement between the United States and Switzerland^ press release, Jan. 9, 

1936, pp. 17-22. 
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Table X 

French Quota Concessions to the United States 

IN Schedule III and Protocol 


Description of Articles 


Preserved fish, in brine or otherwise 
prepared: 

Salmon. 


Crustaceans preserved in the natural 
state or prepared. 


Note: The French Government expects 
that at the expiration of the first year 
of the present agreement the supple¬ 
mentary quotas allocated to the 
United States of America for pre¬ 
served salmon and crustaceans will 
be transformed into normal quotas 
and it will endeavor to maintain them 
at the above mentioned quarterly 
amounts. 

Oranges (Provided for in Par. 13 of the 
Protocol to the agreement) 

For third quarter (July i-Sept. 30) 
For fourth quarter (Oct. i-Dec. 31) 
For first quarter Qan. i-Mar. 31) 
For second quarter (Apr. i-June 30) 
Fresh apples and pears (Provided for in 
Par. 12 of the Protocol to the agree¬ 
ment) 

For third quarter (July i-Sept. 30) 
For fourth quarter (Oct. i—Dec. 3^) 
For first quarter i^Mar. 3^) 

For second quarter (Apr. i-June 30) 

Total...;/ • 

Common woods other than magnolia, 

yellow poplar and similar woods.... 


Annual Supple¬ 
mentary Quotas 
{in ^uintals^ 
unless otherwise 
indicated) 


(/ ^uintal^ 
220,4 pounds) 


10,000 until Dec. 

3 i> 1936' 

2,500 for 1st 
quarter, 1937^ 

250 for 1st 
quarter, 1937^ 


8.59%] of theglo- 
1.65%lbal quo- 
o.29%|ta for all 

o.i6%J countries^ 


674 ( 0.5%) 

30,095 ( 22.4%) 
65,297 ( 48-6%) 

38,289( 28.5%) 


i34i355 (ioo*o%) 

13,618 metric 
tons 


Pre- 

agreement 

quotas 


1,125 

58,240 

126,060 

74,000 

259,425 

17,332 


Value of 
French 
Imports 
horn U, S. 

ms 


{lyOOO 

Francs) 


92 


95 


13,208* 


45,813 


j 


16,379 


‘ These will be total quotas for the United States since there are now no separate 

allocations for the United States. 

2 Including grapefruit from Jan. i to April 30. 
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Schedule III and Procotol {Continued) 



Description of Articles 


Annual Supple¬ 
mentary Siuotas 
(in Quintals, 
unless otherwise 
indicated) 


Common woods of magnolia, yellow 
poplar and similar woods*. 

Artificial abrasives, pure or mixed with 
natural abrasives or other substances: 
Carborandum or carborundum (sili¬ 
con carbide), powdered or ground 
Applied abrasives: 

On cloth; natural abrasives, and in¬ 
cluding glass or silex applied on 

cloth. 

On paper, wood, etc.; natural abra¬ 
sives, and including glass or silex 

applied on paper, wood, etc. 

Hydraulic lime, in blocks or in powder, 
regardless of the method of packing 

or shipping. 

Butyl alcohol. 

Note: The French Government will en¬ 
deavor to maintain the annual sup¬ 
plementary quota at the figure of loo 
quintals, but reserves the right to re¬ 
duce it to 163 quintals if unforeseen 
circumstances should make this re¬ 
duction necessary. 

Butyl acetate. 

Note: The French Government will en¬ 
deavor to maintain the annual sup¬ 
plementary quota at the figure of 300 
quintals, but reserves the right to re¬ 
duce it to 154 quintals if unforeseen 
circumstances should make the re¬ 
duction necessary. 

Varnishes and assimilated paints other 
than with alcahol, or with cellulose 
acetate or nitrocellulose base. 


(/ ^uintal= 
220.4 pounds) 


1,748 metric 
tons 


650 


110 


165 


1,000’ 
100 


300 


1,000 


Pre¬ 

agreement 

quotas 


Value of 
French 
Imports 
\from U.S, 

ms 

(lyOOO 
Francs) 


10,700 9,000^ 




181 


1,114 


183 


231 


1,878 


34 ^ 


III 


951 


36 

19 


830 


719 


* Woods reclassified from fine woods to common woods Dec. 7, 1935 thereby 
placed under quota restriction. Red gum is included among these woods. 

^ Estimated on the basis of imports of all fine woods. 

* These will be total quotas for the United States since there are now no separate 
allocations for the United States. 
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Schedule III and Protocol {Continued) 


Description of Articles 


similar materials. 

Radio or wireless tubes. 

Knit goods of silk or silk floss: 
Stockings and socks. 


per square meter 


sheep and lamb. 

Hides, curried, others, treated with tal 


r - 9 » 

etc., of goat, kid, sheep and lamb.. 


etc 


Agricultural and other tractors. 

Printing presses. 

Agricultural machinery: 

Cultivators. 

Mowers... 

Reapers, reaper-binders, combines. 

Others. 


boards, bare or equipped: 


Annual Supple- 
mentary Quotas 
{in ^uintalSy 
unless otherwise 
indicated) 

Pre¬ 

agreement 

quotas 

(/ ^uintal^ 
220.4 pounds) 


r 

28 

7 

45 

384 

II ,880 doz. pairs 

13,120 

1 

F 

f 

, 

> 

5 

7,300 

7,270 

S 

1 

s 2,500 

3,136 

, 

lOI 

, 

1,649 

37 

L A 

173 

9 V 

, 

r 

3,400 

7.636 

2,300 

15,650 

1,000 

4,312 

97 

171 

817 

586 

1,477 

1,012 

2,003 

2,773 

:1 

1 

1 

1 



{lyOOO 

Francs) 



1,346 


1,370 


60a 


6,950 


1,405 


2,648 

3.945 

1,979 

45 

99 

92 

432 
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Schedule III and Protocol {Cotititiucd) 


Description of Articles 


Annual Supple¬ 
mentary Quotas 
{in ^uintalSy 
unless otherwise 
indicated) 


(/ Quintal— 
220.4 pounds) 


Pre¬ 

agreement 

quotas 


formed into automatic apparatus. 45 ^ 

b) Automatic apparatus. 810* 

Radio telephone and telegraph appa¬ 
ratus (including their separate parts) 588 3 » 4 ^ ^ 

Electric domestic apparatus: 

Domestic refrigerators. 5 ^^ °»49° 

Pneumatic hammers and tools. 200 5^8 

Typewriters and parts. 

Refrigerating apparatus. ^78 4 * 47 ^ 

Twist and other drills, taps and dies, 
punchers and dies, reamers and cut¬ 
ters in one piece. i ,200,000 francs 2,778,724 

Circular saws (with non-replaceable 
teeth) for working metals when hot, 
circular saws for wood, endless band 
saws; hand and machine saws, files 
and rasps, rectangular scrapers, etc.; 
foundry tools (hooks, ladles and pol¬ 
ishers); scrapers for machinists; vises 
of all kinds, screw chucks, saw sets, 
pawls, breast drills, hand-drills (with¬ 
out adjustable wrenches with wooden 
handles, monkey wrenches and 
others); other non-cutting tools; 
other cutting tools (except pitchforks 

and hooks). 2»800 2,04. 

Note: The French Government will en¬ 
deavor to maintain the annual sup¬ 
plementary quota at the figure of 
2,800 quintals but reserves the right 
to reduce it to 2,596 quintals if un¬ 
foreseen circumstances should make 
this reduction necessary. 

Unspecified tools of copper. 25 2 

Manufacture of aluminum: 

Other articles. 200 32 


588 

502 

200 

200 

278 


8,498 

508 

2 , 55 ^ 

4»47i 


2,800 


2,044 


^5 


^3 


200 


324 


Value of 
French 
Imports 
from U.S 

1935 


{ipoo 

Francs) 


446 

2,878 

3,412 11,316 


12,400 

i »973 

u,299 

4.837 


2,171 


4,986 


1,606 
2,406 


• These will be total quotas for the United States since there are now no sepa 
rate allocations for the United States. 
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Schedule III and Protocol {Continued) 


Description of Articles 

Annual Supple¬ 
mentary Quotas 
(in ^uintalsy 
unless otherwise 
indicated) 

1 

1 

1 

i Pre- 
\ agreement 
quotas 

1 

1 

Value of 
French 
Imports 
from U,S* 

^935 


(/ Quintal— 
220,4 pounds) 

1 

j 

(lyOOO 

Francs) 

Passenger automobiles: 

Cars with bodies, complete or not. . 

3*331 

6,5I2» 

8,902 

Chassis without bodies imported at 
the reduced duties as provided for 
in Section A of Schedule II. 

3*062 

932T 

3.658 

Bodies and parts of bodies, fitted or 
not. 

3.419 

4.848' 

9.936 

Automobile parts and accessories under 
quota. 

3,000 

21.938 

10,604 

Rubber manufactures: 

Other manufactures. 

600 

2,720 

i .379 

Direct reading or registering apparatus 
for measuring pressure of gas, etc., 
and their separate parts. 

40 

41 

451 


’’ These figures include quantities shipped through Belgium (credited to Belgium) 

1,440; 400; 160, respectively. 

Source: U. S. Department of State, Trade Agreement between the United States and 
France, press release. May 13, 1936, pp. 30-40. 

Note: In addition to the above supplementary quotas, Schedule III contains an 
assurance of continuation of the present treatment of American motion picture 
films. (This is an abandonment of proposals made to more severely limit imports 
of foreign films) Cf. ex, 469 quater of French tariff. 
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Table XI 

Customs Quotas Granted b y the United States to Canada 

{lyOOO's oj 

dollars) 
Imports from 
Canada 



Convene 

tional 

Rate 


^uota 


Relation of 
quota to domestic 
production 


Cream 


55.6 

cts. gal 


Cattle weighing 
over 700 lbs. 
Dairy cows 

Others 

Calves weigh¬ 
ing under 
175 lbs. 


3 cts. 

lb, 

3 cts 
lb. 


srtified seed 
Potatoes 


cts 

lb. 

75 cts 
lb. 


Sawed lumber 
and timber of 
Douglas fir 
and Western 
hemlock 


^i.o 

tax $ 


il# 


1,500,000 


4,392,000 gal. 
average imports 
1928-1932 




Is.184 


20,000 


155»799 


i of 1% of avc. 
annual domestic 
slaughter of cattle 
1928-1932 


500 


9,900 


51 *933 i of 1% of same 1,000 3 

base 


750,000 

bu. 


5.5% of average 
production during 
the 5 years preced¬ 
ing the agreement 



600 223 


250,000 M 5% of domestic 12,000 105 

board feet production in 1934* 


^ Concession limited both quantitatively and seasonally. 

* Imposed under Revenue Act of 1932 and reduced in the trade agreement. 

* All hemlock included both here and in value statistics for imports. 

Source: U. S. Department of State, Press ReleasCy December 17, 1935; U. S. Tariff 
Commission, Concession Granted by the United States in the Trade Agreement with 
Canada^ Wash., 1936, pp. 79, 89, 125, 145, 347; U. S. Department of State, 
The Midwest and the Trade Agreement Programy H. S. Patton, Wash., 1936, 
PP- 57-58. 


Table XII 

Foreign Tariff Concessions to the United States 

(1,000’s of dollars) 


TraJ^ Importance 


Country 


Year 


Brazil 

Duty reduction 
Duty bound 

Belgium 
Duty reduction 
Duty bound 

Haiti 

Duty reduction 
Duty bound 

Sweden 

Duty reduction 
Duty bound 
Free list bound 

Colombia 
Duty reduction 
Duty bound 

Canada 

Duty reduction 
Duty bound 
Free list bound 

Honduras 

Duty reduction 
Duty bound 

Netherlands^ 

Duty bound 
Free list bound 

Switzerland 
Duty reduction 
Duty bound 

Nicaragua 

Duty reduction 
Duty bound 


Total Imports 
from the 
U.S. 


I108.787 


46,196 


8,790 


34»740 


56.047 


815,275 


11,719 


179,119 


56,137 


6,951 


Imports 
Affected 
by Tariff 
Concessions 


?4i,359 
35,239 
6,110 

13,811 

9,878 

3.934 


15,122 

1,674 

5.390 

8,058 


174,027 

195.487 

8,911 

69.619 

1,692 

861 

1.831 

57.730' 

34.811 

22,919 

12,204 
2,408 
19,796 

1.755 

392 

1.363 


Percentage 
of Total 
Imports 


35‘7 


^ Includes entire Kingdom of the Netherlands. ma 

3 Monopoly fee and “crisis” tax concessions are also given on some ot tne items 
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Trade Importance 


Country 


Guatemala 

Duty reduction 
Duty bound 

France 

Duty reduction 
Duty bound 

Finland 

Duty reduction 
Duty bound 
Free list bound 

Costa Rica 

Duty reduction 
Duty bound 

El Salvador 
Duty reduction 
Duty bound 


Year 


1929 


1935 


1934 


1929 


1929 


Total Imports 
from the 

U. S. 


11.436 


116,920 


9,182 


8,261 


7.983 


Imports 
Affected 
by Tariff 
Concessions 

4.783 

583 

4,200 

8,700 

3.560 

5.140 

5.546 

1,011 
1.721 
2,814 

2,440 
1,126 

1.314 
904 

391 

513 


Percentage 
of Total 
Imports 

41.8 

5-1 

36.7 

7-4 

3 - 0 

4.4 

60.3 

II .0 

18.7 

30.6 

29.5 

13.6 
15*9 

II -3 

4 - 9 

6.4 


* Quota concessions are given on some of the items in addition to concessions 


regarding duty reductions and binding. 

Source: Compiled and calculated from data presented in the analyses of the State 
Department issued upon the signing of each agreement; also U. S. Tariff Com¬ 
mission, Trade Agreement with Canada^ Wash., 1936, p. 83; Concessions Granted 
by the United States in the Trade Agreement with the Kingdom of the Netherlands^ 
Wash., 1936, pp. IV, XXIX-XXXVII; Concessions Granted by the United States 
in the Trade Agreement with Switzerland^ Wash., 1936, pp. IX-X, XIV-XVIII. 
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Table XIII 

Tariff Concessions Granted by the United States 


Number of 
Reduced Duties^ 


Number of 
Bound Duties^ 


Number Bound 
on Free List 


Brazil 

Belgium 

Haiti 

Sweden 

Colombia 

Canada 

Honduras 

Netherlands 

Switzerland 

Nicaragua 

Guatemala 

France 

Finland 

Costa Rica 

El Salvador 


Total 

Excluding concessions 
granted more than once 


450 


448 


53 


28 


5 
7 
3 
9 

20 

6 



117 


79 


1 Also bound by virtue of the general provisions of the trade agreements. 

* Due to the inclusion within the appended schedules to the agreements these 
items are bound at existing rates. A reduction to one country and the subsequent 
inclusion of the same reduction in a succeeding agreement has been counted as a 
duty binding to the latter country. 

• Includes reduction of excise tax on lumber provided under Sec. 601, Revenue 
Act of 1932. 

Source: U, S, Tariff Commission, Changes in Import Duties since the Passage of the 
Tariff Act 0/1930, Wash., 1937, pp. 2 - 43 - 
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Table XIV 

Reductions under the Trade Agreements as Compared 

WITH Increases in the Act of 1930 



Schedule 

number 


14 

15 


Total 


Contents 



Chemicals, oils and paints 

Earths, earthenware, and glassware 

Metals and manufactures of 

Wood and manufactures oP 

Sugar, molasses, and manufactures of 

Tobacco and manufactures of 

Agricultural products and provisions 

Spirits, wines and other beverages 

Cotton manufactures 

Flax, hemp, jute, and manufactures of 

Wool and manufactures of 

Silk manufactures 

Manufactures of rayon or other synthetic 
textiles 

Papers and books 
Sundries 



Increases 
under the 
Act of 
igjo 


47 

122 

105 

17 
14 

2 

250 

4 

37 

33 

62 

8 

12 

18 
156 


887 


Number of re- 
ductions under 
the trade 
agreements 


S8 

36 

116 


2 

88 

8 

7 

10 

12 

16 

11 

17 

58 


^ Reduction in excise tax on lumber in the Canadian agreement is excluded. 


Source: U. S. Tariff Commission; Changes in Import Duties since the Passage of the 
Tariff Act of Wash., 1937, pp. 2-37; Data from the files of the U. S, Tariff 
Commission. 



Table 

Value of United States Imports* from All Countries, from 

Agreements have 

(Thousands 


Value 


Grand Total—From All Countries 4«399 >361 


Total—^From North American 
Countries 


From Cuba. 

From Haiti 

From Canada 

From Honduras 

From Netherland West Indies 

From Costa Rica 

From Guatemala 

From Nicaragua 

From Salvador 

From French West Indies 

Total—From North American 
Countries with which agree¬ 
ments have been concluded 

Total—^From all other North 
American Countries 


Total—From South American 
Countries 


From Braril 

From Netherland Guiana 
From Colombia 
From French Guiana 

Total from South American 
Countries with which agree¬ 
ments ^ve been conclude 

Total from all other South 
American Coimtries 


Total—^From Europe 


% 

From Belgium 
From Swraen 
From Switzerland 
From Netherlands 
From Finland 
From France 

Total—^From European Coim¬ 
tries with which aneements 
have been concluded 


aor.aax 

Xt445 

503,496 

12,833 

64,S«9 

|,203 

8,470 

S.748 

3,830 

xos 


207,686 

1,171 

103,52s 

132 


3 XS, 5 X 4 


327,244 


74 

52 

48 

83 
11,225 
x 7 x, 48 s 


441,947 




%of 

Geo- 

graphUal 

Sutions 



Toidl 


Value 


%oS 

Gtdh 

graphical 

Sections 



xoo.o 2,090,635 



98x1529 xoo.o 22.3 5x7, 04X xoo.o 


ax.x 

.2 

5X.3 

X.3 

6.6 

• 5 

• 9 

.6 



XX.5 

•3 

x.s 

.X 
.2 
.X 
• X 


SO 

3,736 

4,65X 

2,382 

2,23X 

47 


X7.4 

.2 

SX.5 

2.3 

9.8 

• 7 
•9 

• 5 

i 


168,389 I X7.X 


3.8 


84,220 x6.3 


639,758 100.0 X4.S 307,X90 xoo.o 


32.4 

.2 

x6.2 


48.8 


SI.2 



XX0,2X2 

804 

75,482 

68 


35.9 

.3 

24.6 


186,656 60.8 


120,534 


39.2 


1,332,630 1,00.0 30.3 640,095 100. 


5.6 

3.6 

6.3 

.8 

X2.9 


X.7 

1.2 

X.X 

X.9 

.2 

3.9 


34,241 

34,271 

23,099 

34,952 

9,932 

79,174 



33*2 


xo.o 


215,492 


33-7 


Total—From Asia 


From Netherland In<^ 

From French Indochina 

Xotal—From all other Asiatic 
Countries 


Total—From Africa 


From Algeria, and Tunisia 
From Madagascar and other 
French Afnca, not including 
Morocco 


Total—^From all other 
Countries 


Total—From Oceania 


1,280,279 100.0 29.1 


82,301 

29 



1,197,949 


574,301 


34,240 

236 


93.6 27.2 539,825 


108,608 100.0 


4,382 


2,792 


101,434 


56,557 100.0 



■ 


32,8 


■ 



1.3 


x,8i8 


2,439 


28,631 


X9,X20 xoo.o 


Z‘a^ 

Total 


100.0 


24.7 


4.3 

X2.8 

.6 

2.4 
.2 
.2 
.1 
.X 


8x3,140 82.9 x8.5 432,821 83.7 20.7 



S.J 

3.6 


8.9 

5.8 


30.6 


X.6 

1.6 

X.X 

1.7 

.5 

3.8 


10.3 


Total—^From all other Countries 890,683 66.8 20.3 424,603 \ 20.3 



1 General imports, ipao, 1931. i 933 : imports for consumption, 1934 and I 93 S. 

• Less thsm one-tentn of one ^r cent. e *1.,- 

Source: U. S. Department of Commerce. Foreign Commerce and Navigation of the United States. 
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XV 

Geographical Sections, and from Countries with which 

BEEN Concluded 
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Table 

Value of Exports of the United States to all Countries, 

Agreements have 

(Thousands 



Valiu 


Grand Total-~To All Countries |5)S4o,995 




%of 

itapkicol 

Suticns 



ToM 


Vclue 


SicHons 



100.0 3,414,489 


To Cuba 
To HaiU 
To Canada 
To Honduras 

To Netherland West Indies 
To Costa Rica 
To Guatemala 
To Nicaragua 
To Salvador 
To French West Indies 

Tot^ to North American Coun- 
tries with which agreements 




Total to North American Countries 1 1,395,064 | xoo.o | 26.6 590,826 



128,909 

8,790 
948*446 
12,8x1 
2a,167 
8,3x3 
11,525 
7,031 
8,050 

3*358 


Total to all other North Ameri¬ 
can Countries 233,664 


Total to South American Coun¬ 
tries 


To Brasil 

To Netherland Guiana 
To Colombia 
To French Guiana 

Total to South American Coun¬ 
tries with which agreements 


s iiYim nr* rr* 


Total to all other South 
can Cotmtries 


Total to Europe 


To Belgium 
To Swraen 
To Switzerland 
To Netherlands 
To Finland 
To France 

Total to European Countries 
with which agreements have 
been concludea 


108,787 

897 

48*983 

173 


. 3,340,848 


1x4,855 

58*704 

12,499 

128,295 

14*894 

265*592 


594*839 


Total to all other European 

Countries 1,746,009 


Total to Asia 


To Netherland India 
To French Indochina 

Total to all other Asiatic Coun¬ 
tries 


Total to Africa 


To Akeria and Timisia 
To Madagascar and other 
French Africa (not including 
Morocco) 

Total to all other African Coun¬ 
tries 


Total to Oceania 


* Less than .x per cent* 
Source: U. S. Department 


595*039 


130*535 


10,848 


5*478 


114*209 


192,022 


®.6 

68.0 

• 9 

1.7 

.6 

.8 

• S 
.6 

• 2 


X,161,400 83.3 


20.2 

.1 


158,840 29.S 


380,470 70.5 


.6 
IX.4 


643,3x5 100.0 


45,651 

2*525 


2.5 

.2 

8.x 

.2 

• 5 
.2 
.2 
.1 
.1 
.1 


46 

39 ^ 

5 
9 

3,523 

5,196 

3,565 

3,483 

2*175 


100.0 


8.0 

.8 

67.x 


Toua 


100.0 





481*7x2 


109,114 


539*310 100.0 10.3 158,691 100.0 


2.1 


3.0 


7.3 



579 

6x9 

053 

85 


5,335 


3,356 



x8.o 

•4 

gp.x 

.1 


100.0 44.7 1,186,884 100.0 


49.0 



2.2 

1.1 

.2 

3.5 

•3 

5 .x 


59 
32 

.9 

65*590 

4,865 

121,820 


5.0 

5.5 

.4 

X0.3 



293,544 


12.1 



33a 





















































XVI 

TO Geographical Sections and to Countries with which 
been Concluded 
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Table XVII 

United States Exports and Imports to and from Countries 

WITH WHICH Trade Agreements Were in Effect 

FOR Only Part of 1936 

(1,000’s of Dollars) 



^935 

^936 

Percentage 

change 

EXPORTS 

Total; 

243 .697 

1 

275.463 

13.0 

Netherlands and Colonies 
Switzerland 

Honduras 

Colombia 

Guatemala 

France and Colonies 

Nicaragua 

Finland 

74.159 

7.448 

5.562 

21,328 

3.883 

122,989 

2.345 

5.983 

80,464 

7.399 

4.874 

27 , 267 

4.521 

141.165 

2.354 

7.419 

8.5 

1.7* 

12.4* 

27.8 

16.4 

14.8 

1 

24.0 

All other countries (non-agreement) 

1.490,727 

1.551.508 

4.1 

Total all countries 

2,243,081 

2,416.477 

7-7 

IMPORTS* 

Total; 

265,659 

310.448 

16.9 

Netherlands and Colonies 
Switzerland 

Honduras 

Colombia 

Guatemala 

France and Colonies 

Nicaragua 

Finland : 

103.931 

16,096 

6,226 

49.981 

6.137 

68,410 

2.727 

12,151 

137.070 

20,931 

6,043 

43.122 

8,375 

77,630 

1,894 

15,383 

31*9 

30.0 

2.9* 

23.8* 

36.5 

13-5 

30.5* 

26.6 

All other countries (non-agreement) 

1,194,768 

1.391.792 

16.5 

1 

Total all countries 

2,038,905 

2,421,056 

18.7 


* Decrease. 

1 Negligible. 

> Imports for consumption. • ^ a 

Source; U. S. Department of Commerce, Records of Division of Foreign Tra e 

Statistics; Bureau of Foreign and Domestic Commerce. 
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Table XVIII 

United States Foreign Trade with Leading 

Non-Agreement Countries 
(1,000’s of Dollars) 



Exports including reexports | Imports for consumption 

1934 ^935 ^93^ 


1934 



Argentina 
Australia 
British India 
British Malaya 
Ceylon 
Chile 
China 

Czechoslovakia 
Denmark 

Egypt 
Germany 
Gold Coast 
Italy 
Japan 
Mexico 
New Zealand 
Norway 
Panama 
Peru 

Philippine Islands 
Poland and Danzig 
Spain 

Union of South Africa 
United Soviet Socialists 
Republics 
United Kingdom 
Uruguay 
Venezuela 


42,688 

43»^^9 

4,216 

I, 256 
12,030 
68,667 

2.744 

14.507 

6,867 
108,738 
2.072 
64.578 
210,480 
55.061 
12,999 

II. 232 

18.335 

9.891 

47.129 

18.873 
38.029 

45.350 

15.on 

1382,749 

6,140 
19,281 


49.374 

57.028 

31.424 

4.500 

1,260 

14,948 

38.153 

3.244 

12,481 

10,474 

91.981 

3.103 

72.416 

203,283 

65.574 

15.610 

13.624 

20,815 

12,174 

52.640 

24,486 

41.303 

52,860 

24.743 

433.399 

6.223 
18,585 


33.427 

439 .950 

8.531 
24.079 


12,037 

111,285 

4.685 

21,676 


1936 


17.736 

151.727 

6,881 

21.455 


Source: U. S. Department of Commerce, Foreign Commerce and Navigation of the 
United States; Monthly Summary of Foreign Commerce of the United States. 
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